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PRO JOURNAL ON WESTERN EUROPE, U.S.-SOVIET RIVALRY 


HKO10101 Beijing GUOJI WENTI YANJIU No 2, 13 Apr 86 pp 27-32 


[Article by Qian Nengxin: "Position and Role of Western Europe in U.S.-Soviet Rivalry" 
-- first paragraph printed in boldface} 


[Text] Both the United States and the Soviet Union take the control of Europe as the 
final goal of their contention on this continent. Fundamentally speaking, the 
contradictions between Western Europe on one side and the United States and the Soviet 
Union on the other can never be eliminated. Under the new situation where the United 
States and the Soviet Union have entered into dialogue while continuing the 
confrontation, a basic policy that Western Europe may possibly adopt to deal with the 
situation is to further expedite the relaxation of relations between the United States 
and the Soviet Union as well as relations between East and West, to do its best to 
restrain the development of the U.S.-Soviet arms race, and to exercise its independent 
and positive role in this effort. In the future, the position and role of Western 
Europe will be determined by the strengthening of its power and the progress of the 
alliance of various countries. Judging from the trend of historical development, 
Western Lurope, which is a pole in the multipolar world, will further play a positive 
role in opposing the arms race and preserving world peace. 


Since World War II, Europe has been the cockpit of the contention between the two 
superpowers. Over the past 60 years or so having gone through several stages of cold 
war, detente, and intense confrontation, the European situation has changed a great 
deal. Afte: the Reagan administration proposed the Strategic Defense Initiative, the 
United States and the Soviet Union readjusted their respective tactics, and since then, 
both sides have been in a period of dialogue and confrontation. In this new situation, 
Western Europe is in a very delicate and complicated position. Now its greatest 
problem is how to readjust its relations with the United States and the Soviet Union in 
light of the situation in order to seek security and interests for itself and to 
exercise its specific role. 


1. The Question of Security 


The question of security has always been the most important one in the relationship 
between Western Europe on one side and the United States and the Soviet Union on the 


other. 


Since the Reagan administration proposed the Strategic Defense Initiative the following 
new characteristics have appeared in U.S.-Soviet relations: 


1. The arms race between the sides has been upgraded. Apart form all kinds of nuclear 
weapons and conventional weapons, the United States and the Soviet Union have stressed 
the development of outer space weapons in their contention for military superiority. 
There are indications that this contention will last for a long time (about 10 to 20 
years or even longer) and consume large sums of money and will of course greatly alter 
the military strategy and tactical ideology of both sides. 


2. An unprecedented peace offensive has appeared. At the beginning of this year, to 
counter the U.S. Strategic Defense Initiative, the Soviet Union put forth a disarmament 
proposal on complete destruction of nuclear weapons throughout che world in three 


stages over the next 15 years. 
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This is the first overall and systematic nuclear disarmanent proposal the Soviet Union 
has made for many years. Later the United States made a counterproposal. The possible 
development of the disarmanent talks between the United States and the Soviet Union in 
various spheres, wnich is an auxiliary measures for the arms race, will inevitably have 
a bearing on the international situation as a whole, and Europe is the first to be 
affected. 


Western Europe is very worried about the new round of the arms race between the United 
States and the Soviet Union. Mindful of its own interests, Western Europe hopes that a 
strategic balance between the military strength of both countries can be attained at a 
lower level. Only thus can it have more zoom for maneuver between the two countries, 
increase the safety coefficient, and strengthen its independent position. The Reagan 
administration intends to act in accordance with its existing policies in the outer 
Space arms race. But the Soviet Union will not be content to fall behind. While 
raising obstacles for the United states, it has also adopted and will continue to adopt 
relevant countermeasures. Therefore, Western Europe is unable to stay aloof from the 
matter. At present, in response to U.S. demands, some West European countries have, in 
varying degrees, joined the Strategic Defense Initiative (in order to deal with the 
United States and to gain substantial benefits). However, this does not mean that 
Western Europe is following the United States and has joined the outer space arms 
race. In the future, in the course of studying, producing on a trial basis, and 
deploying U.S. outer space weapons, the basic conflict of interests between Western 
Europe and the United States will certainly become more an more obvious. Moreover, 
with the upgrading of the U.S.-Soviet arms race, Western Europe will certainly devleop 
and enhance its defense force in order to preserve its own safety and position. Thus, 
The contradictions between Western Europe and the United States, and the Soviet Union, 
the contradictions amoig various West European countries, and the contradictions within 
West European countries will naturally be aggravated. 


Western Europe is also apprehensive of the possible changes in NATO military strategy. 
Since a "balance in nuclear terror" between the United States and the Soviet Union was 
achieved, Western Europe has been relatively safe on the question of defense. Although 
for many years, it has had various doubts about NATO's "flexible reaction strategy," 
chiefly for fear that the U.S. military protection will become more and more unreliable 
with the strengthening of the Soviet military force and changes in the relative 
strengths of the United States and the Soviet Union, there have been no substantial 
changes in its basic position. However, after the United States proposed the Strategic 
Defense Initiative it immediately felt that once the United States realizes its plan 
and gains the initiative in bott strategic offense and defense, the "flexible reaction 
strategy" will inevitably collapse. Then, Western Europe could be in a difficult 
position. It will have to either rely on the United States to a greater extent and 
Jose it original position or "disengage" from the U.S. defense and be faced with the 
great military pressure of the Soviet Union. Although all this will not happen at 
present or in the near future, people in West European political and military circles 
have yet to take precautions. 


Western Europe is full of misgivings about the USSR peace offensive and the U.S.-Soviet 
disarmament talks. The resumption of the U.S.-Soviet talks has relaxed relations 
between East and West. This conforms to the interests of Western Europe and is 
welcomed by it. However, on some essential problems such as how the U.S.-Soviet 
disarmament talks will develop and what kind of agreement should be reached, Western 
Europe is full of misgivings. Judging by its own experience, it is extremely 
apprehensive that the two superpowers may reach an agreement that will harm the 
interests of their respective allies in order to satisfy their own needs. 
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On the question of reducing the strategic nuclear weapons of both sides and reducing 
their conventional armed forces in Eastern and Western Europe, there also exist similar 
sensitive spheres concerning the immediate interests of Western Europe. Toward the 
disarmament proposal for the Soviet Union on complete destruction of nuclear weapons, 
in principle, Western Europe feels it unsuitable to oppose it, but it is clear about 
the Soviet Union's real purpose -- that is, to break up relations between Europe and 
the United States and to restructure the development of Western Europe's defense 
force. In particular, concerning the Soviet proposal on freezing the French and 
British nuclear forces in the next 5 years, while both the United States and the Soviet 
Union are still in possession of large quantities of nuclear weapons, Britain and 
France feel unable to accept this under any circumstances. 


For many years, a basic West European policy on the matter of defense 'as been "defense 
plus detente means security." No substantial changes in this policy are likley now or 
in the future. In the immediate postwar period, Western Europe relied entirely on the 
United States in the matter of defense. Beginning from the 1960's, with the increase 
of its own strength, a proposition on "two pillars" was raised within NATO but in face 
of the powerful military strength of the Soviet Union, it still cannot dispense with 
U.S. "nuclear protection.” Threfore, in seeking the most favorable "point of balance" 
for its own security, Western Europe has continued to adopt the following three 
policies: Maintaining U.S. military protection, developing its own defense force 
within certain limits,and ameliorating confrontations between the United States and the 
Soviet Union as well as between the two large military groups of East and West. This 
reflects the important and sensitive military position of Western Europe and also 
exposes its weakness. The recent development of the so-called "new de Gaullism" is an 
expression of how Western Europe is seeking to increase its strength and independence. 
The restoration of the West European alliance and the strengthening of military 
cooperation in Western Europe also reflect this trend. Despite all this, the current 
effort of Western Europe in this respect still cannot cope with the new situation of 
the U.S.-Soviet contention. How it will improve its situation remains to be seen. 


2. Relations Between Eastern and Western Europe 


Another prominent problem in the relations between Western Europe on one side and the 
United States and the Soviet Union on the other is the questicn of ties between Eastern 


and Western Europe. 


In the period of relaxation during the 1970's, relations between Eastern and Western 
Europe greatly improved in the political, economic and cultural fields as well as in 
the exchange of personnel. In the political field, with the participation and support 
of the United States and the Soviet Union, and with Brandt's "Eastern Policy" and the 
final act of the Helsinki Conference on security and cooperation in Europe, Eastern and 
Western Europe officially recognized the postwar status of Europe, and with this as a 
prerequisite, established a principle for development of pclitical relations between 
both sides. On the question of Germany, which is the most sensititive in the European 
situation, the two Germanies also signed a “basic treaty," symbolizing that a big 
advance had been made on the "road to normalization." Even greater development was 
achieved in the economic relations of both sides. From the early 1970's to the early 
1980's, total trade volume of Eastern and Western Europe increased by more than 200 
percent. At the beginning of the 1980's, as U.S.-Soviet relations deteriorated again, 
a tense situation of confrontation reappeared in Europe. 
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However, even in this situation, the relations between Eastern and Western Europe still 
remained relatively normal. There were frequent contacts between the political figures 
of both sides. Moreover, the leaders of the two Germanies put forth a proposition on 
"responsible community." At that time, some U.S. journals called this strange 
situation in Europe a "small detente in the cold war between East and West." At 
present, while the United States and the Soviet Union are engaged in a new round of the 
arms race, there are indications that this objective situation of reaching unanimity 
between Eastern and Western Europe will be further developed. The common ground for 
both sides is that they all oppose the upgrading of the U.S.-Soviet arms race and hope 
to maintain and promote relaxation and develop political and economic relations and 
they are all afraid that the leaders of their respective alliances may strengthen 
control over and restrain the independence of the allied countries. 


For Western Europe, its relations with Eastern Europe occupy a particular important 
position in its foreign policy. It holds that the postwar "Yalta pattern" has resulted 
in the separation of Europe and the confrontation between the two major military groups 
and placed both Western and Eastern Europe under the control of the two superpowers. 
In order to seek an independent position for itself, Western Europe must win over 
Eastern Europe and weaken Soviet control over Eastern Europe so as to reduce and 
nullify the Soviet threat and weaken U.S. control over Western Europe. The idea of "a 
Europe from the Atlantic to the Urals" and the policy of “relaxation, understanding, 
and cooperation" put forth by de Gaulle in the 1960's was the earliest expression of 
this strategic scheme. lUowever, due to the immaturity of the objective conditions at 
that time, de Gaulle's wishes could not be realized. Since then, Brandt, Schmidt, and 
Giscard d'Estaing, as well as the current political leaders of Western Europe have all 
inherited this De Gaullist thinking in varying degrees, except that their tactics are 
more mature and flexible. They have attached greater importance to actual results and 
strived for a “slow stream" in the development of political, economic, and other 
relations between Eastern and Western Europe. At the same time, they have also done 
their best to avoid upsetting the United States and the Soviet Union too much. Western 
Europe has been using this tactic quite successfully. 


In developing its relations with Eastern Europe, Western Europe first met obstacles 
created by the Soviet Union. The latter, seeing that it might lose control over 
Eastern Europe after the "Czechoslovak incident" and the "Polish incident," has tried 
hard to restrict the development of relations between Eastern and Western Europe in 
political, economic, and other fields. In the political field, it has placed 
restrictions on the contacts between the leaders on both sides and has even flagrantly 
obstructed East European leaders' visits to West European countries. In military 
affairs, it has made use of the tense situation in the previous stage and increased and 
renewed its military equipment in some East European countries. In the economic field, 
it has been trying to bring the economic relations between Eastern and Western Europe 
into the orbit of the Council of Mutual Economic Assistance. To this end, it has even 
changed its tactics and recognized the EFC as a political entity in international 
contacts. But it still insists that the economic contacts between Eastern and Western 
Europe should be permitted by CEMA, so as to enhance its control. 


The development of relations between Eastern and Western Europe has also been 
restrained by the United States. Although in principle, the United States does not 
oppose Western Europe's infiltration into Eastern Europe in order to weaken the Soviet 
control over its sphere of influence, it requires that this infiltration should not 
break the existing pattern in Europe, for fear that it may lose control over Western 
Europe. 
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Thic U.S. attitude is reflected by its brutal interference in the gas and steel tube 
trade between Western Europe and the Soviet Union and its effort to compel Western 
Europe to join the economic blockade against Poland and to restrain the contacts 
between the two Germanies. 


Under pressure from the United States and the Soviet Union, Western Europé has to be 
cautious in developing its relations with Eastern Europe. However, judging from the 
current situation, since Western Europe has various favorable conditions in this 
respect and since both Western and Eastern Europe have some common interests in the 
political and economic fields, the United States and the Soviet Union will find it 
difficult to obstruct the development of these relations. 


3. The Question of Relations With the Third World 


The development of relations between Western Europe and the Third World and the 
U.S.-Soviet contention in the Third World have given birth to intricate and complex 
contradictions. 


There has been marked progress in the relations between Western Europe and the Third 
World since the 1960's. In order to resist the global contention between the United 
States and the Soviet Union, Western Europe and the Third World have to rely on each 
other. They also need each other's help in the economic field. In particular, the 
signing and development of the Lome Agreement has brought Western Europe, in varying 
degrees, into relatively close economic and political contact with more than 60 
countries in the Third World. 


There are great differences between Western Europe and the United States on the 
attitude toward the Third World. The United States has to contend with the Soviet 
Union for strategic places and spheres of influence in the Third World to ensure that 
its strategic passageways are not impeded and the supply of strategic materials and raw 
materials is stable. Since the Reagan administration came to power, the United States 
has adopted even stronger measures and violently counterattacked the Soviet Union in 
many Third World hot spots, including Central and South America, Africa, the Middle 
East, and Northeast Asia. In the economic field, the Reagan administration has adopted 
a high-handed policy to combat the anti-hegemonist struggie of the Third World 
countries in this field. The above-mentioned U.S. policies have aggravated the 
turbulent situation of the Third World and exacerbated its economic difficulties. 
Although there are some similarities between Western Europe's policy toward the Third 
World and that of the United States (restraining Soviet expansion in that area and 
shifting economic crisis onto the Third World), there are also some great differences. 
Western Europe hold that the main problem for the Third World today is the problem of 
economic development (including heavy foreign debts, African famine, and the fall in 
prices of raw materials and primary products). For this reason, Western industrial 
countries should make certain concessions and compromises so as to help the Third World 
develop its economy. Thus, the political situation there will also become more 
stable. This is not only conducive to restraining Soviet expansion, but also to the 
economic growth of the West. Many theories and slogans put forward by West European 
political and academic circles, such as “the South is an engine for the economic growth 
of the North," “mutual reliance between North and South," and “without North-South 
cooperaton, the current economic crisis cannot be overcome," all serve the policy. The 
United States is very angry with this. It criticized Western Europe for taking 
advantage of the contradictions between the United States and the Third World to 
benefit itself (the policy of Western Europe does attempt to preserve its original 
spheres of influence in the Third World). Kissinger said; “What Western Europe is 
doing in the Third World is aimed at benefiting itself at the expense of the United 
States." He proposed that both Western Europe and the United States should work out a 
common strategy to deal with matters concerning the Soviet Union and the Third World. 
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8ut Western Europe emphasizes that it should play a different role in the Third World 
and opposes conducting armed intervention against the Third World (however, once the 
inmediate interests of West European countries are concerned, they will also resort to 
force without the least hesitation against the Third World countries, such as the open 
_support by the European Community for Britain in its war with Argentina on the question 
of the Malvinas Islands). It also opposes extending East-West conflict to North-South 
relations, holding that it is harmful to restraining Soviet expansion in the Third 
World. 


The attitude of Western Europe in opposing Soviet expansion in the Third World is very 
clear. The Soviet expansion in the Southern part of Africa and the Horn of Africa in 
the second half of the 1970's and the Vietnamese aggression in Cambodia supported by 
the Soviet Union as well as the Soviet invasion of Afghanistan in the late 1970's and 
early 1980's were all resisted and opposed by West European countries and the European 
Community. 


Although on the North-South Question, West European countries have played some negative 
roles, generally speaking, they are positive factors in resisting the U.S.-Soviet 
contention and expansion in the Third World. 


4. The Question of Economic Development 


In the U.S.-Soviet contention, whether Western Europe can improve its position and 
whether it can play a greater role, a decisive factor is whether its economic strength 
can be enhanced. 


In the 1950's and 1960's, Western Europe was in a period of rapid development -- the 
speed of its development had been unprecedented in the history of capitalist economic 
developmen!: (the annual economic growth rate was as high as 5 to 6 percent). After it 
was extricated from an extremeiy weak situation in the initial postwar period, its 
strength as a whole was close to the United Staces and stronger than the Soviet Union. 


Since the early 1970's, having been heavily affected by the two most serious periodical 
economic crisis after the war and the two oil price rises, the economic strength of 
Western Europe has been weakened. At the same time, its reform of the economic 
structure has encountered great obstacles. It started the new technical revolution 
comparatively late and has not adopted effective measures in this field. Serious 
inflation has not been controlled for a long time and the unemployment rate has been 
increasing year by year. In addition, it has been negatively influenced by the U.S. 
"three highs" policy. As a result, its economic has long had the problem of stagnation 
and low growth rate. 


In this period, there has been a dramatic change in the relative economic strengths of 
Western Europe, the United States and the Soviet Union: The economic position of 
Western Europe has been relatively weakened while that of the United States has been 
strengthened; and the Soviet economy has entered a hard period of low growth due to the 
influence of various international and external factors. This change in the economic 
situation has sharpened the contradictions between Western Europe and the United States 
in the economic field and affected to a certain extent the position of the Soviet Union 
as a traditional market for Western Europe. 


The West European economy began to take a turn for the better after 1985. It is 
expected that in the next 2 or 3 years, this trend will continue to develop and the 
economic growth rate may be slightly increased. Great fluctations in the inflation 
rate are unlikely -- it has atready been markedly reduced -- and the serious 
unemployment situation is not likely to go on deteriorating. 
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Looking into the future, it can be expected that a turning point will appear in the 
1990's in the West European economy as more and more achievements will be made in the 
reform of its economic structure and the new technical revolution (development of 
various West European countries is uneven, but they can promote each other). By that 
time, the economic growth rate of Western Europe will be increased (reaching about 4 
percent, but it will be difficult to regain the high growth rate of the 1950's and 
1960's). However, due to the heavy burden of the arms race and other restrictions, the 
United States and the Soviet Union will have difficulty raising their economic growth 
rates. Thus, it is quite possible that there will again be some changes favorable to 
Western Europe in the balance of economic strength. Once this happens, Western Europe 
will naturally be in a more favorable position in its relations with the United States 
and the Soviet Union. 


5. The Question of West European Alliance 


In the past as well as for some time to come, the strengthening of the West European 
alliance is another important matter for raising the position of Western Europe ‘n 
East-West relations and in resisting U.S.-Soviet contention. 


The successive establishment of the European Coal and Steel Community, the EEC, and the 
European Atomic Energy Community in the 1950's and their development on a tortuous road 
over the past 30 years or so have laid a sound basis for the West European alliance, 
which already has a considerable scope and force. The number of member states of the 
European Community has increased from 6 to 12. In the economic field, it has developed 
from a customs union and a common agricultural policy to the establishment of the 
European monetary system and cooperation in the field of scientific research. There 
has also been a comparatively great progress in political defense cooperation and in 
adopting coor’ inated policies, especially "speaking in the same voice” on some major 
diplomatic pvlicies. 


Since the beginning of the 1980's, the West European alliance has been faced with 
serious tests and challenges. Internally, for various reasons such as the long-term 
stagnation in the West European economy and the imbalance in economic development of 
various countries, the contradictions between various member states of the the European 
Community have been sharpened. They have been arguing over problems concerning the 
agricultural policy and budgetmaking for a long time, and the progress of the alliance 
has slowed down. Externally, since the U.S.-Soviet contention has sharpened and the 
European situation has been further intensified. Western Europe has been put into a 
more turbulent and unsafe situation. If it does not accelerate the alliance in the 
political field and in defense affairs, it will possibly disintegrate and lose its 
current position. In the economic field, since it lags behind Japan and the United 
States in respect of economic growth rate and the new technical revolution, its 
international economic position and competitiveness may possibly be further weakened. 
Under the above-mentioned internal and external pressures and challenges (especia!ly 
those outside), there has been spectacular progress in the West European alliance over 
the past year or so. The cooperation in defense affairs with West Germany and France 
as the main body has been strengthened, the “Eureka Plan" for advanced technological 
research and cooperation has been passed, and some important measures for improving the 
community's voting system and carrying out the enriched common market plan (realizing 
free circvlation of commodities, funds, labor, and services by 1992) have been 
adopted. These are concrete expressions of this progress. Although there will be all 
kinds of difficulties for the implementation of these measures, ani some of them may 
not even be implemented, at least this shows the determination of Western Europe in its 
effort to extricate itself from its predicament and to meet the challenge. 
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In the question of West European alliance, the United States and the Soviet Union have 
their own assessments. In the political report delivered at the 27th CPSU National 
Congress held recently, the Soviet Union formally acknowledged in theory that the 
United States, Europe, and Japan are three centers of the capitalist force, showing 
that it has to face up to the strength of the West European alliance. While increasing 
its political and military pressure on Western Europe, the Soviet Union has also 
tactically made use of the contradictions between Western Europe and the United States, 
trying to win over the former and isolate and attack the latter with concentrated 
strength. At the same time, it has sown dissension among various West European 
countries and made use of the fact that France and Britain are afraid of and on the 
alert against the strengthening of West German power to obstruct the progress of West 
European alliance. The United States, however, adopts a policy of making use of and 
placing restrictions on the alliance of Western Europe. [It hopes that the joint force 
of Western Europe will play a role of resisting Soviet expansion in Europe as well as 
in certain areas of the Third World, so as to lighten its burdens in global contention 
with the Soviet Union. But it also places restrictions on the alliance in defense and 
economic affairs so as to enhance its control over Europe. In particular, since 
Western Europe is a powerful rival of the United States in the economic field, it has 
adopted more unscrupulous measures to obstruct the economic alliance of Western Europe 
(such as using both hard and soft tactics and making use of the special relations 
between Britain and the United States and West Germany's dependence on the United 
States in defense affairs). 


There are altogether more than 20 nationally independent countries in Western Europe, 
each has its own policies and is different in position and s.rengtti. Thus, the course 
of the alliance will naturally be slow and full of difficulties. In the political and 
economic fields as well as in monetary and defense affairs, the contradictions and 
obstacles within Western Europe are often expressed by the conflict of “narrow 
nationalism," but in foreign policy, they are often expressed by the different stands 
between the “Atlantic faction" and the “European faction." Judging from the course it 
has taken in the past 20 years or so, the orientation of development of the West 
European alliance can only be the strengthening of cooperation and conrdination in 
various fields under the condition of maintaining the sovereignty of various member 
states, rather than foliowing the road of transnational entity. An important reason 
for the continuous development of the West European alliance in the past and in the 
future, apart from its internal needs, is the extenal pressure. especially the 
U.S.-Soviet contention, which plays the role of promoting this alliance. 


6. * xe Conclusions 


To sum up, it may be appropriate for us to make the following judgments on the 
relations between Western Europe on one side and the United States and the Soviec Union 


on the other: 


1. In the foreseeable future, Western Europe will continue to be the cockpit of 
U.S.-Soviet contention. This is decided by two factors. First, the economic and 
technical forces of Western Europe play an important role in the U.S.-Soviet 
contention; and second, both the United States and the Soviet Union can take advantage 
of the current degree of Ves. European alliance. The United States makes use of the 
Soviet threat to control Western Europe, and the Soviet Union makes use of the U.S. 
control to sow dissension between Western Europe and the United States. Of course, in 
this complex struggle, the two countries may win or lose some points in a certain 
period or on a certain question, but they will never end their contention. 
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GENERAL 
The contradiction between Western Europe on one side and the United States and the 
Soviet Union on the other is different in nature. The contradiction between Western 
Europe and the United States originated from control and anticontrol, while that 
between Western Europe and the Soviet Union originated from threat and antithreat. 
Although these contradictions are different in nature, they are all difficult to 
overcome. This is determined by the basic policies of the two countries toward Western 


Europe. 


2. Under the new situation of the U.S.-Soviet contention, there are difficulties, but 
opportunities as well, for the development of Western Europe. A basic policy Western 
Europe may adopt to deal with the new situation is to further expedite the relaxation 
of relations Yetween the United States and the Soviet Union as well as development of 
the U.S.-Soviet arms race, and to give play to its independent and positive role in 
this effort. Essentially speaking, in future development, Western Europe still needs 
to be alert to Soviet attempts to break up the alliance between Europe and the United 
States by means of strong military pressure and to restrain the development of West 
European independent forces. However, its struggle to resist the United States’ wilful 
acts in the course of the arms race and for more right to speak on the strategy against 
the Soviet Union seems to be developing more vigorously. 


3. Through its development over the decades since the war, Western Europe has become 
an important force to contend with in international affairs. In a situation where 
U.S.-Soviet ccntention is becoming more and more acute, it is also a force for 
maintaining world peace and stability. Im the future, the position and role of Western 
Europe will still te determined by the strengthening of its power and the progress of 
the alliance of various countries. Judging from the trend of historical development, 
Western Europe, which is a pole in a multipolar world, will further play a positive 
role in opposing the arms race and preserving world peace. 


JAPAN, USSR REACH AGREEMENT ON GRAVE VISITS 


0WO11348 Beijing XINHUA in English 1203 GMT 1 Jul 86 


(Text] Tokyo, July 1 (XINHUA) -- Japan and the Soviet Union today reached an egreement 
on reciprocal visits without visas by family members to ancestral graves in each 
other's country. The agreement will enable Japanese to resume for the first time since 
1975 visits to their family graves on the northern islands occupied by the Soviet Union 


after World War II. 


According to a report by the JIJI NEWS AGENCY, the accord was reached at a meeting this 
moriing by Japanese Foreign Minister Shintaro Abe and new Soviet Ambassador to Japan 
Nikolay Solovyev. Under the agreement, effective August this year, nationals from the 
two countries making grave visits need only bear their identity cards. 


It was reported early in May, when Abe visited Moscow, that the two countries had 
agreed to negotiate the reswuption of Japanese visits to the ancestral graves on the 
northern islands, off Japan's main island of Hokkaido. Former Japanese islanders 
visited the Soviet-held islands between 1964 and 1975, bearing identity cards issued by 
the Japanese Government. But in 1976, Moscow announced that Japanese wanting to visit 
these islands would need visas, leading to the suspension of such visits. 


At today's meeting, the new Soviet ambassador also handed Abe a letter from Soviet 
leader Mikhail Gorbachev to Japanese Prime Minister Yasuhiro Nakasone. Ape said after 
the meeting that Gorbachev's letter expressed enthusiasm toward Nakasone’s invitat © 


to visit Japan. 
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REAGAN AWARDS LIBERTY MEDALS TO CHINESE AMERICANS 


OWO41445 Beijing XINHUA in English 1414 GMT 4 Jul 86 


[Text] New York, July 3 (XINHUA) -- Architect I.M. Pei and industrialist An Wang, two 
Americans of Chinese origin, were awarded the "medals of liberty" by U.S. President 
Ronald Reagan this evening. Pei and Wang are the first two Chinese-Americans to be 
awarded the bronze-cost medals, one of the most prestigious honors in this nation. 


At a grand opening ceremony to mark a four-day centennial celebration of the statue of 
Liberty on Governors Island, two kms southeast of Manhattan, Pei and Wang, together 
with ten other naturalized U.S. citizens, were honored for having “made substantial 
contribution to the United States." Astronaut Franklin Chang-diaz, psychologist 
Kenneth Clark, entertainer Bob Hope, statesman Henry Kissinger, journalist James 
Reston, among others, were chose to be the first 12 recipients of the Medal of Liberty 
awards from an initial list of 200 recommendations. 


Pei, a native of Canton, has left his architectural mark on buildings from New York to 
Hawaii. The 69-year-old architect arrived in the United States 50 years ago and became 
a U.S. citizen 19 years later. His architectural designs vary from the simple grave of 
Senator Robert F. Kennedy at the Arlington National Cemetery to the sprawling Jacob K. 
Javits Convention Center in New York City and the renovated Louvre, the foremost French 


art museum in Pris. 


Wang, 65, nicknamed by the U.S. news media as "the computer genius," was born in 
Shanghai and came to this country in 1945. He earned his master's degree and Ph.D. at 
Harvard University within three years and founded the Wang Laboratories in Boston in 
1951, a business that has made him one of America's wealthiest men and most generous 
philanthropists. Wang, whose company had sales of 2.35 billion U.S. dollars in the 
most recent fiscal year, introduced a desktop computer in 1965 that revolutionized the 
industry. His company has now become a leading worldwide supplier of integrated 
computer systems, including texts, data, image and voice processing, as well as 
telecommunications and networking. 


PRC FLAG FLIES AT U.S. INDEPENDENCE DAY PARADE 


0W051754 Beijing XINHUA in English 1505 GMT 5 Jul 86 


[Text] Washington, July 4 (XINHUA) -- The five-star red flag of the People's Republic 
of China today made its debut in commemoration festivities of the 210th anniversary of 
the U.S. independence -- the first such appearance since the people's republic 
established diplomatic relations with the United States. 


More than 400 Chinese Americans and Overseas Chinese from Washington, D.C. and New York 
participated in today's Independence Day parade along the Constitution Avenue, south of 
the White House. Dressed in traditional Chinese styles, several dozens of them waved 
the national flags of the People's Republic of China and the United States. Some 
Chinese American youths performed the traditional Chinese "lion dance" to loud applause 
from bystanders. An old Chinese American told XINHUA he was delighted to see the 
five-star red flats in the parade. Some Chinese students studying in the United States 


joined in today's parade. 
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NORTH, SOUTH KOREA ‘POSITIVE’ TO IOC PROPOSALS 


OW040602 Beijing XINHUA in English 0545 GMT 4 Jul 86 
{"Both Parties of Korea Respond Positively Towards IOC Proposals" --— XINHUA headline] 


[Text] Geneva, July 3 (XINHUA) -- The Democratic People's Republic of Korea and South 
Korea expressed "positive’’ responses towards the IOC proposals of staging a couple of 
the 1988 Olympic events in the DPR Korea, according to an IOC communique published 


today. 


During the 3rd reunion meeting held June 10-11 between both parties of Korea, the 
International Olympic Committee proposed that DPR Korea hold two complete events of 
table tennis and archery, part of some other events and the Olympic cultural festival. 
But the IOC is still expecting a clarification as to the interpretation of the reply 
from the DPR Korea before IOC goes ahead to make detailed plans for the joint-hosting 


of the 1988 Olympic games. 


SOVIET NAVAL, AIR UNITS ARRIVE IN DPRK 


HKO50244 Beijing XINHUA Hong Kong Service in Chinese 0150 GMT 5 Jul 86 


[TExt] Beijing, 4 Jul (XINHUA) -- According to a Korean central television station 
report on the evening of 4 July, a 3-vessel naval squadron, including the heavy 
antisubmarine cruiser "Minsk," arrived at the Korean port of Wonsan for a visit on 4 
July. The squadron is commanded by Sidorov, commander of the Soviet Far East Fleet. 


On the same day, a squadron of 12 MiG-23 aircraft commanderd by Soviet Far East 
Military District Air Force Commander Bulankin also arrived in Korea. 


The television report said that the Soviet Pacific Fleet Squadron and the Air Force 
squadron have arrived in Korea to take part in activities to mark the 25th anniversary 
of the signing of the Korean-Soviet treaty of friendship, cooperation, and mutual 


assistance. 


U.S. RECONNAISSANCE PLANE REPORTED IN DPRK AIR SPACE 


0W040638 Beijing XINHUA in English 0630 GMT 4 Jul 86 


[Text] Pyongyang, July 4 (XINHUA) -- A U.S. high-altitude reconnaissance plane flew 
into the sky above the territorial waters east of Kosong of DPRK at around 16:00 
yesterday, the local press reported today. 


The U.S. conducted such spy flights 15 times in June, the report said. 


This shows that the United States has no intention of easing tension on the Korean 
peninsula. 


CPC GOODWILL GROUP LEAVES FOR PYONGYANG 


0W041059 Beijing XINHUA in English 0742 GMT 4 Jul 86 


[Text] Beijing, July 4 (XINHUA) -- A Chinese Communist Party goodwill visiting group 
left here this morning for Pyongyang on a friendly visit to the Democratic People's 
Republic of Korea. Head of the delegation is Wang Fang, a member of the Chinese 
Communist Party Central Committee and secretary of the Zhejiang Provincial Committee of 
the Chinese Communist Party. 
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NAKASONE CLAIMS LANDSLIDE ELECTION VICTORY 


0WO70756 Beijing XINHUA in English 0746 GMT 7 Jul 86 


[Text] Tokyo, July 7 (XINHUA) -- Prime Minister Yasuhiro Nakasone's Liberal Democratic 
Party (LDP) claimed a landslide parliamentary majority, its largest in 26 years, in 
Japan's elections Sunday. The victory practically assured Nakasone of a third term in 


office. 


The national television station NHK reported the LDP, which has held power since 1955, 
won 300 seats in the 512-member House of Representatives, or the lower house, with 
seven seats yet to decided. That margin reflects a 5l-seat gain over its current 
strength and will surpass the 296-seat majority the LDP won in the November 1960 


elections. 


There had been little doubt about a victory for the LDP in the House of Councillors, or 
upper house, where half of the 252 seats were put on the ballot. This was only the 
second twin parliamentary election in post-war Japan. 


The overwhelming win is crucial to whether Nakasone will try to remain in office beyond 
October, when he is required by the party to retire as LDP president. The LDP 
president's job carries with it the prime minister's position because of the party's 


parliamentary majority. 
The biggest loser in the election was the Japan Socialist Party, winning only 82 seats. 


Final official returns won't be announced until Tuesday. An estimated 61 million of 
Japan's 86 million eligible voters cast ballots on Sunday. 


TIAN JIYUN MEETS JAPANESE BUSINESS EXECUTIVE 


0W031100 Beijing XINHUA in English 1042 GMT 3 Jul 86 


[Text] Beijing, July 3 (XINHUA) -- Vice-Premier Tian Jiyun today called for expanding 
Sino-Japanese economic and technological cooperation. "It is high time now for China 
and Japan to explore new channels of cooperation in the ecoromic and technological 
fields," said Tian at a meeting here with Yotaro Iida, president of Japan's Mitsubishi 
Heavy Industries Ltd. and vice-president of the Japan-Asia Exchange Association, and 


his party. 


Japan is superior in terms of technology, capital, and technical equipment, the 
vice-premier said, while China with its rich natural resources, labor force and huge 
market, has its own advantages. These advantages combined would offer great potentials 
for cooperation between the two countries, he said. 


The vice-premier spoke highly of lIida's dedication to Sino-Japanese friendship and 
economic cooperation. 


Iida said his company wishes to expand cooperation with China in the field of 
power-generating equipment and other areas and is ready to offer any help that China 
needs in its modernization drive. 
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BANK OFFICIAL ON SUPPORTING HONG KONG'S INDUSTRY 


HKO21346 Beijing XINHUA Hong Kong Service in Chinese 1104 GMT 30 Jun 86 


[Article by Lin Guangzhao, deputy director of Hong Kong and Macao Management Office of 
the Bank of China: “Promote Industrial Development and Hong Kong's Economic 


Prosperity"] 


[Text] Hong Kong, 30 Jun (XINHUA) -- Since Hong Kong's industry recovered, from the 
late fifties onward, it has occupied an increasingly important position in the 
development of Hong Kong's economy. At present industry has become the foundation of 
Hong Kong's diversifed economic structure. It has provided Hong Kong inhabitants with 
ample employment opportunities and it is a customer of tertiary industry. Meanwhile, 
it is also the main source of Hong Kong's wealth. In the development of Hong Kong's 
economy toward diversification and internationalization, industry has played an 
extremely important role. The rise or fall of industry is also a decisive factor 
determining whether Hong Kong can continue to maintain its economic prosperity. 


A comprehensive analysis of Hong Kong's recent industrial situation shows that while 
industry has developed in a sustained and steady manner, it is confronted with the 
following hidden troubles: First, textiles and garments, Hong Kong's leading industry, 
are now being threatened by the increasing trade protectionism in the United States; 
second, Hong Kong's industry will have to bear greater pressure from competition in the 
international market because its production costs are relatively higher than those of 
neighboring areas; third, medium-term investment in Hong Kong's industry is now at a 
standstill due to the influence of unstable economic factors in Western markets. 


These hidden troubles are the questions that deserve attention in the short and medium 
term development of Hong Kong's industry. They are also crucial matters related to 
Hong Kong's economic prosperity in the future. 


In order to remove the above obstacles and promote the development of industry in light 
of Hong Kong's actual circumstances, it is necessary to first rely on the unremitting 
efforts of industrial circles. Meanwhile, the support of the Hong Kong Government and 
the cooperaticn of various circles are also indispensable. 


Industrial Circles Should Make Greater Efforts 


A review of history shows that the development of Hong Kong's industry has never been 
smooth. With the efforts made by industrial circles, Hong Kong has made improvements 
in both advanced equipment and application of advanced techniques and technologies. 
Along with the trend of market development, Hong Kong's product mix and trade structure 
are also being diversified. Apart from acquiring great prestige in the international 
market, the export of many Hong Kong products also ranks first compared with similar 
products of other countries. 


Hence, the key to achieving greater progress in Hong Kong's industry still lies in the 
unremitting efforts of industrial circles. Confronted with the new challenges, Hong 
Kong's industrial circles should work unremittingly and make greater efforts in the 
following aspects: 
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First, continue to maintain and further develop the strong points of Hong Kong's 
industry. Hong Kong's industry has expanded amid long-term competition in the 
international market. With the arduous efforts made by the industrial circles, an 
industrial system and operational methods suited to Hong Kong's environment and 
competition in the international market have taken shape. In addition, Hong Kong has 
acquired the strong points of the adaptability of its industry and the relatively high 
technological level of its workers. In the days to come, these strong points must be 
maintained and brought into full play. 


Second, on the basis of the existing industrial structure, it is necessary to diversify 
and improve the quality of products so as to consolidate Hong Kong's traditional export 
markets and open up new export markets. 


Third, it is necessary to strengthen cooperation with foreign and Chinese industries 
and to open up new industrial fields. Foreign investment in Homg Kong, which is 
tending to increase, will inevitably promote the development of Hong Kong's industry. 
Regarding cooperation with China's industry, Hong Kong's industrial circles should, in 
connection with its high levels- of production and management, have quick access to 
market information, and other strong points, make the most of China's solid industrial 
foundation, manpower, land, abundant natural resources, and other strong points, 
strengthen multilateral cooperation, help supply each other's needs, and jointly 
exploit new industrial fields. 


Fourth, it is necessary to increase medium- and long-term investment in industry with 
foresight. In order to maintain the competitiveness of Hong Kong's industry, Hong Kong 
should diversify and improve the quality of its products. In order to exploit new 
industrial fields, Hong Kong's industrial circles should meet the new needs of 
industrial science and technology and market development, and increase investment in 
equipment and technology. We must never be discouraged because of the effect of cycles 
and intermittent protectionism of the Western economy or worry about Hong Kong's 
future. Practice over the years has proved that Hong Kong's industry has actually 
expanded amid the storms and waves, and the rise and fall of the Western economy, and 
that Hong Kong's industrialists can overcome all kinds of difficulties with their 
indomitable spirit and adaptability. Looking ahead, the future of Hong Kong is 
bright. Both the Chinese and British Governments have been responsible and serious in 
implementing the "Joint Declaration." With the joint efforts of the Chinese and 
British Governments, Hong Kong inhabitants' travel documents, Hong Kong's membership in 
the GATT, and the question of land have all been appropriately solved, thus creating 
favorable conditions for the further development of Hong Kong's. industry. In the days 
to come, the problems concerning Hong Kong's economy will also be appropriately solved 
one by one. As a result, there is no reason whatsoever for industrial circles to be 
anxious. They should seize the investment opportunity and lay a solid foundation for 
their own undertakings as well as Hong Kong's prosperity and stability in the future. 


The Hong Kong Government Should Take Vigorous Measures To Support and Promote Hong 
Kong's Industry 


Government support is a vital factor for industrial development. Although the Hong 


Kong Government has pursued an "active non-interference" economic vlicy for a long 
time, it has given indirect support in policies and basic faci! to industrial 
development as a whole, in exploiting overseas markets, and in raging foreign 


investment. 
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As a matter of fact, the Hong Kong Government has done a great deal of work over the 
years in basic facilities, exploiting land for industrial use, industrial education, 
and pre-employment training. The functional role of the government organs, including 
the Industry Department and the Trade Department, and of the Hong Kong Productivity 
Council and Trade Development Council in supporting industry and promoting trade has 
increased with each passing day. In view of the important position of industrial 
development in Hong Kong's economy as a whole, we hope that the Hong Kong Government 
will make greater efferts to support and promote the development of industry, thus 
creating a fine environment favorable to foreign and local investment in industry. 


Industrial, Commercial, and Other Circles Should Cooperate Closely With Each Other 


Industry, as the foundation of Hong Kong's diversified economic structure, and other 
trades are interrelated. Therefore, industrial, commercial, and other circles should 
help and coordinate with each other and make concerted efforts to maintain Hong Kong's 
economic prosperity. 


Financial circles should be-concerned with the development of industry and provide 
industrial circles with better services. Although the banks' financial support to 
industry has increased annually, the growth rate is still limited. By the end of 1985, 
bank loans to the manufacturing industry accounted for only 8.3 pecent of the total 
loans granted. There are many reasons for the low growth rate of loans granted to 
industry, of which scattered trades, drastic changes in a large number of small 
factories, and loose management of small enterprises are the problems the banks 
frequently encounter when granting credit. For this reason, it is absolutely necessary 
for the banks and industrial circles to enhance mutual understanding. 


The Bank of China group has always given vigorous financial support to Hong Kong's 
industrial enterprises. In 1983, the Bank of China group drafted a plan on further 
increasing loans to Hong Kong's industry. The focus of the plan was: First, expand 
business in import and export bills and installment credit for factory building and 
equipment purchases so as to help manufacturers start undertakings replace equipment, 
import advanced technology, and accelerate business operation. Second, provide medium 
and small factories with various credit services, including discounted bills, granting 
of loans, and promptly offering circulating funds for their operation. The interest 
rates for industrial loans were preferential and lower than ordinary loans, and the 
repayment period could be extended to over 20 years. In addition, the procedures for 
industrial loans were also simplified. The Bank of China group's plan for increasing 
industrial loans has been well-received by local manufacturers. Over the past 3 years, 
industrial loans granted by the Bank of China group have increased at an annual average 
rate in the double digits. In the years to come, the Bank of China group will continue 
to keep abreast of Hong Kong's industrial development, provide industrial circles with 
better banking services, and make contributions to Hong Kong's prosperity and stability. 
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AFGHAN DIPLOMAT SAID TO SEEK ASYLUM IN FRG 


0WO41026 Beijing XINHUA in English 0936 GMT 4 Jul 86 


[Test] Islamabad, “uly 4 (XINHUA) -- Acting Afghan Consul-General in Karachi Baz 
Mohammad Rehyab [spelling of name as received) has left the city with his family to 
seek asylum in Federal Germany, the PAKISTAN TIMES reported today. The paper quoted a 
foreign office spokesman as saying that investigations have shown that Rehyab left 
Karachi "voluntarily" for Frankfurt by the German airline Lufthansa flight-663 on June 
26. 


Rehyab and his family were founded disappeared on June 24. Before his disappearance, 
Rehyab was busy selling his furniture in Karachi. The paper also quoted diplomatic 
sources here as saying that the facts of the erase have clearly established the 
absurdity of the allegations made by an Afghan diplomat in Karachi that Rehyab had been 
kidnapped and was being held in drugged condition in Karachi. 


The sources said he had received an order in May recalling him back to Kabul and he 
feared that his life would be in danger if he returns. Rehyab was posted in Karachi 
last year. The sources held that his defection showed the lack of support for the 
Kabul regime. 


AFGHAN RESISTANCE REPELS SOVIET-KABUL ATTACK 


0WO51118 Beijing XINHUA in English 1107 GMT 5 Jul 86 


[Text] Islamabad, July 5 (XINHUA) -- The Afghan Mujahideen (freedom fighters) have 
repulsed an attack by Soviet-Kabul troops in the eastern Afghan province of Paktia, 
Mujahideen sources said today. 


The sources said that the Soviet-Kabul troops attacked the positions of the Muslim 
guerrillas around Khost area for four consecutive days starting June 27. During the 
fighting, two military vehicles of the attacking force were blown up by mines, and 16 
Kabul soldiers joined the guerrillas. 


The AGENCY AFGHAN PRESS (AAP) reported today that in the southeastern Afghan province 
of Zabul, a group of resistance fighters attacked with rockets a Soviet-Kabul military 
convoy on June 24, killing or wounding 20 Soviet-Kabul troops. During the fighting, 
the guerrillas also destroyed a helicopter and damaged another, the AAP said. In 
Ghazni Province, north of Zabul, the guerrillas raided a security post at the Ghazni 
airport on June 22, during which four Soviet troops were killed and an officer was 
captured, said the AAP. 


The AAP also said that in an operation in the southern province of Helmand, the 
guerrillas destroyed a military camp on June 19, killing or wounding some 50 
Soviet-Kabul troops. Equipped with rockets and light guns, the guerrillas stormed the 
camp near Nawa town on the night of June 18 and continued the operation till the next 
morning, during which three Soviet tanks were destroyed. On the resistance side, 
however, 17 members were killed during the operation, according to AAP. 


In the northeastern province of Badakhshan bordering the Soviet Union, the guerrillas 
destroyed with rocket fire a Soviet motorboat in Amu River on June 14, killing seven 
Soviet troops. The next day, the AAP added, Soviet planes bombed the rural localities 
in the area, killing several civilians. 


I. 7 Jul 86 PRC INTERNATIONAL AFFATIRS Gl 
WESTERN EUROPE 


PORTUGUESE HERITAGE IN MACAO TO BE PRESERVED 


AU021955 Paris AFP in English 1945 GMT 2 Jul 86 


[Text] Lisbon, July 2 (AFP) -- The future of Macao's Protuguese heritage is assured, 
the territory's governor said Wednesday, outlining progress in talks to transfer Macao 
to Chinese control. 


Joaquim Pinto Machado, in Lisbon to brief President Mario Soares after the first 
two-day session in Beijing on transfer negotiations, said: "The Chinese authorities 
have declared in the clearest manner their intention to acknowledge and preserve the 
Portuguese heritage” in Macao. He said in the second round of talks, the two sides 
would touch on the practicalities of that intention. 


insisting that Portugal did not want to turn Macao into a museum, Mr Pinto Machado said 
the Portuguese Government had shown its willingness to overcome the hurdles, 
particularly in the fields of culture and education. The “clear desire for cooperation 
shown by all those concerned with the future of Macao" boded well for the rest of the 


talks, he said. 


Both Lisbon and Beijing regard Macao as being Chinese territory currently under 
Portuguese administration. There is no deadline for an administrative handover. 


EC COMMISSION PRESIDENT DELORS CONTINUES VISIT 


Discussions with Li Peng 
0OW021210 Beijing XINHUA in English 1146 GMT 2 Jul 86 


[Text] Beijing, July 2 (XINHUA) -- Chinese Vice-Premier Li Peng listed three ways of 
furthering economic relations between China and Western Europe at a meeting here today 
with Jacques Delors, president of the European Community Commission. 


First, Western Europe imports more Chinese products. Second, Western European 
industiral countries provide loans on favorable terms to China. Third, Western 
European industrialists come to China to set up enterprises run independently or 
jointly. 


The Chinese vice-premier said that providing loans on favorable terms is beneficial to 
both China and Western Europe, and China handles ‘oans with great care and always takes 
into account her ability to repay. 


China, in turn, will provide more favorable conditions to joint-venture companies in 
China and guarantee a reasonable profit of foreign investors. China can offer 
competitive labor prices, land prices and raw materials, Li said. 


Li expressed his conviction that economic, trade, and technical cooperation between 
China, Western Europe, and the European Community would make bigger progress. 


Delors, a financial expert, gave his analysis on oil prices and the economic situation 
f the European Community. 


During the two-and-half hour meeting, Delors also asked Li Peng's impression of his 
recent visit to four European countries in the company of Chinese Communist Party 


leader Hu Yaobang. 
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Li said that he was most impressed with the importance Western Europe attaches to 
developing relations with China. China also places great importance on its 
relationship with Western Europe. The European Community is a strong economic and 
political entity whose un:ty will play an important role in safeguarding world peace, 
Li said. 


Talks With Song Jian 
0W0z1424 Beijing XINHUA in English 1400 GMT 2 Jul 86 


{Text} Beijing, July 2 (XINHUA) -- Song Jian, state councillor and minister in charge 
of the State Science and Techno!».gy Commission, met here tonight Jacques Delors, 
president of the commission of the ‘uropean Community (EC), Mrs Delors and their party. 


Song said that China and the EC have maintained fruitful scientific and technological 
cooperation for six years. Such cooperation has served as a bridge between China and 
the EC in their economic cooperation. 


Both Song and Delors expressed the wish to develop cooperation between China and the EC 
in the areas of nuclear energy, petroleum, coal and bio-enginering. 


Song hosted a dinner for Delors and his party after the meeting. 

Delors and his party toured Great Wall and the Ming tombs this afternoon. 
Meets Zheng Tuobin 

0W030228 Beijing XINHUA in English 0146 GMT 3 Jul 86 


[Text] Beijing, July 3 (XINHUA) -- Jacques Delors, president of the Commission of the 
European Communities, this morning exchanged views with Zheng Tuobin, Chinese minister 
of foreign economic relations and trade, on the development of economic relations and 
trade between the European Communities and China. 


Deng Xiaoping Meets, Stresses Peace 
0W031022 Beijing XINHUA in English 1006 GMT 3 Jul 86 


{[Texxt] Beijing, July 3 (XINHUA) -- Senior leader Deng Xiaoping said today China and 
Europe “share common views in many fields" -- especially the need for peace -- and 
"have no conflict of interests." 


Deng, chairman of the Chinese Communist Party Central Advisory Commisson, spoke at a 
meeting here with Jacques Delors, president of the European Community's Executive 
Commission. "China and Europe both want peace," he said "They safeguard peace and 
prevent war." 


According to Deng, this common interest in peace is the “basis for developing political 
and economic relations between China and Europe,” for which there are “broad 
prospects." Deng said China views Europe -- including Eastern Europe -- as a force for 
peace. 
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Deng said prospects for peace will be enhanced by a “united and powerful" Europe that 
pursues an “independent foreign policy." Deng recalled that Europe has experienced two 
world wars and as a result is particularly sensitive to the danger of a third world 
war. In that, he said, Europe was like China, which he said seeks a long period of 
international peace to develop itself. 


Since China is on the side of peace, “Every step China takes to develop itself scores 
another point for the security of the world,” said Deng. “Only if the developing 
countries continue to progress can peace be guaranteed." 


Delors said he hoped relations between the European Community and China will become a 
“model of equality and effective cooperation" between developed and developing 
countries. Delors said Europe supported China's development, adding that “Europe has 
watched China's progress closely and with sympathy." He said the 12 nations of the 
European Community are determined to join together. 


FRG'S KOHL CALLS FOR SUPERPOWER DISARMAMENT PACT 


0WO30620 Beijing XINHUA in English 0538 GMT 3 Jul 86 


[Text] Bonn, July 2 (XINHUA) -- Federal German Chancellor Helmut Kohl said an agreement 
to reduce conventional weapons and medium-range missiles between the two superpowers -- 
the United States and Soviet Union -- is of utmost concern to his country. 


In a televised speech tonight, Kohl said the disarmament proposals advanced recently by 
the Soviet Union as "positive" and "worth attention." He said the superpowers are “on 
the move" and he is hopeful that a second U.S.-Soviet summit will be held in Washington 
this fall or early winter. 


Kohl said he believes the United States and the Soviet Union eventually reach an 
agreement on chemical weapons. But, he stated that Germans deem it urgent to have an 
accord on cutting back conventional arms and medium-range missiles. 


LIAOWANG ON HU YAOBANG'S VISIT TO WESTERN EUROPE 


HKO21259 Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No 26, 30 Jun 86 p 30 


[("Special dispatch from Rome" by Yang Yuanhua": "A New Chapter of Friendship and 
Cooperation Between China and Western Europe") 


[Text] From 9 to 23 June, General Secretarey Hu Yaobang paid a 15-day official visit to 
Britain, the FRG, France, and Italy. It was a short but highly successful visit. 


The visit shows that China attaches great importance to maintaining and developing 
long-term and stable cooperation with West European countries. It has completely 
achieved the desired objective of "increasing understanding, strengthening friendship, 
expanding ccoperation, and safeguard peacc," thus adding a new chapter of friendship 
and cooperation to relations between China and Western Europe. West European sources 
said that the first visit to Western Europe by the General Secretary of the CPC was "an 
event of historic significance" and that its significance goes beyond the scope of 


Western Europe. 
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They also said that the visit not only involved current friendship and cooperation but 
also se’. its sights on the future by passing the torch of friendship and cooperation 
from on2 generation to another and making a positive contribution to safeguarding world 
peace aiid common development. 


Situated on either end of the Eurasian Continent, West European countries and China are 
Occidental and Oriental countries with ancient civilizations. More than 1,800 hundred 
years ago, West European countries had friendly exchanges with China. The present visit 
has enabled Chinese leaders to learn on the spot the splendid civilizations created by 
the European people in the past, to see their tremendous achievements in modern 
culture, science, and technology, and to appreciate the profound friendship for the 
Chinese people cherished by the West European people. 


When General Secretary Hu stepped on the soil of each of the four West European 
countries, he received a grand welcome. Wherever he went, he was enthusiastically 
welcomed by people from all walks of life and the masses. During his visit, General 
Secretary Hu and his party held cordial and friendly talks with the leriers of the four 
governments and the leaders of the Italian, French, and British Communist Parties, as 
well as with the leaders of the opposition parties and entrepreneurs in the four 
countries on the two most fundamental issues in the contemporary world -- peace and 
development -- and on the development of bi'ateral relations. Although separated from 
one another by a long distance and althougk our cultures, languages, and habits are 
different, both parties can make energetic efforts to relax international tension and 
to promote common development on the basis of mutual trust and cooperation. 


Europe is the cra?\le of the modern industrial revolution. It has made major 
contributions to human civilization and remains one of the most developed areas in the 
world in the fields of economics, culture, and science today. However, Europe was 
unfortunately the source of two world wars, in which the people suffered great 
calamities. Today it is still am area fraught with worldwide conflicts. This dual 
historical feature has placed Europe in an especially important position in 
contemporary international affairs and in the question of peace and development, which 
is vital to the destiny and future of mankind. 


Western Europe has experienced many vicissitudes, but is now in its prime, growing and 
flourishing. This shows that the industrious and intelligent West European people have 
not only a glorious history but also a splendid future. The West European countries and 
peoples long fo: peace. They do not want to let the frightful disasters of war repeat 
themselves in Europe. They want to develop the economy and to bring about prosperity. 
The people of Western Europe do not want to let others decide their survival or fate. 
They want to unite to deal with the challenges facing them. This alliance is in the 
interests of the people of Western Europe and is conducive to world peace and 
stability. During this visit, General Secretary Hu and his party supported Furopean 
alliance and hoped to see the Western European alliance become powerful. Western Europe 
also hopes to see China become prosperous and powerful. Both sides hope they will get 
along well with each other and engage in close cooperation from one generation to 
another. 


During his visit, Hu Yaobang delivered an important speech entitled "A Key to 
Understanding the Future Trends of China" and a speech entitled "China Seeks To Develop 
Long-term Economic Cooperation With Europe.” At his meeting with the cadres of the 
Italian Communist Party, he also delivered an important speech on principles for 
dealing with the relationship between one party and another. 
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cooperation between China and Western Europe and on the question of peace and 
development. These speeches were highly appraised by people in the West European 
political and economic circles. After listening to General Secretary Hu Yaobang's 
speeches, hey said that China's independent foreign policy of peace and its optimistic 
views on the world’s future have “strengthened their confidence” and that the fact that 
China adheres to its long-term policy of opening up has made them “feel more at ease." 


Both China and European countries oppose the arms race between the superpowers and 
stand for independence. In dealing with the relationships between countries and between 
political parties and groups, they favor implementing the principles of independence, 
complete equality, mutual respect, and non-interference. 


Some farsighted politicians in Western Europe have pointed out: The age of a polarized 
world has passed. World affairs should not be monopolized by one or two superpowers. It 
is necessary to approach from a long-term point of view the question of common 
development and of strengthening cooperative relationships. 


Both the governing and opposition parties held identical views on the question of 
strengthening friendship and cooperation with China. They attached great importance to 
and showed concern about China's policy of invigorating the domestic economy and 
opening up to the outside world. They spoke highly of this policy, saying that it is 
“good news" and is conducive to the stability and development of the world. 


General Secretary Hu said: China, which pursues an independent foreign policy of peace, 
and Europe, which wants to be master of its own destiny and to strengthen alliance, 
will certainly be able to make increasingly greater contributions to world peace and 
stability. 


On the question of common development, from a long-term point of view and from the 
angle of safeguarding world stability and promoting common development, China favors 
helping Third World countries to develop their economies. It holds that, out of their 
own interests, the developed countries should also discharge their duty in this field 
and make more active contributions. People in the West European political and economic 
circies expressed their approval of and support for these views. 


In recent years, gratifying progress has been made in the fields of politics, 
economies, trade, and technological cooperation between China and West European 
countries. Both sides expressed their satisfaction over this. The Chinese side hopes 
that West European countries will reduce China's trade deficits and promote the exports 
of Western Europe by expanding their imports so that the economic and trade 
relationship of cooperation between both sides will develop more smoothly and in a more 
coordinated manner. These views also received the approval of people in economic 
circles. 


General Secretary Hu's visit to the four West European states was highly successful. We 
firmly believe that in the coming years the friendship and cooperation between China 
and Western Europe will develop steadily and more closely, thus making a greater 
contribution to world peace and stability and to common development. 
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FURTHER COVERAGE OF ZHAO EUROPE-AFRICA TOUR 


Zhao, Romanian Premier at Banquet 
0WO40332 Beijing XINHUA Domestic Service in Chinese 0805 GMT 3 Jul 86 
[By reporters Ying Qian and Xie Guohua! 


[Text] Bucharest, 2 Jul (XINHUA) -- Constantin Dascalescu, member of the Political 
Executive Committee of the Romanian Communist Party [ACP] Central Committee and prime 
minister of the Romanian Government, held a grand banquet in Bucharest this evening to 
warmly welcome Zhao Ziyang, member of the Standing Committee of the Political Bureau of 
the CPC Central Committee and premier of the PRC State Council. 


Premier Zhao arrived here this afternoon on a special plane to begin his 5-day official 
friendly visit. 


Prime Minister Dascalescu and Premier Zhao Ziyang de!ivered ebullient speeches at the 
banquet, lauding the close friendship, militant unity, and the peoples of the two 
countries. 


In his speech, Prime Minister Dascalescu extended a warm welcome to Premicr Zhao. he 
said: “This visit marks an important moment in the close friendship, militant unity, 
and all-round cooperation between the parties, the governments, and the peoples of che 
two countries.” 


Dascalescu expressed the conviction that Premier Zhao's current visit, his upcoming 
meeting with Comrade Ceausescu, as well as the understanding to be reached between the 
premiers of the two countries “will certainly bring about new developments in 
Romanian-Chinese relations. This conforms to the mutual interests of the friendly 
peoples of the two countries, and to the interest of socialism as well as world peace 
and understanding.” 


Dascalescu said: When Comrades Nicolae Ceausescu and Elena Ceausescu visited China in 
October 1985, Romania and China reached important agreements on expanding and 
intensifying the overall relations from 1986 to 1990. “Im accordance with these 
agreements, we have developed mutually beneficial economic, scientific, and technical 
cooperation, and have made resolute effors to expand cooperation in production so that 
the PRC will become a major partner in Romania's economic relations with foreign 
countries." He said: The Romanian and the Chinese Governments have great 
responsibilities for promoting the understanding reached at the summit meeting. 


Dascalescu said: The Romanian people pay attention to the great Chinese people's 
outstanding achievements in economic construction, scientific and cultural development, 
as well as their efforts to achieve all-round socialist modernization for the whole 
nation. They are very happy about this and extend their warm congratulations. He 
wished the Chinese people new and greater achievements in implementing the CPC policy 
concerning the development of the nation along the socialist path. 


Dascalescu said: At present the Romanian people closely rally arow.i the RCP and its 
General Secretary Comrade Ceausescu, and go all out to persistently implement the 
historic resolutions of the 13th RCP Congress and stipulations in the 8th 5-Year Plan. 
The fulfillment of these resolutions and stipulations is a guarantee that Romania will 
enter a higher level of economic development. 


~~ 
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Dascalescu emphatically pointed out: Romania and China have identical or very similar 
stands toward major international issues at present. This is a firm foundation on 
which to continue to strengthen and develop international cooperation between the two 
countries. He reiterated Romania's consistent stand of stopping the arms race, 
preventine world war, and safeguarding peace. He emphasized: “Romania and Comrade 
Micolae Ceausescu resolutely strive to realize disarmament, nuclear disarmament in 
particular, as soon as possible, and to achieve a comprehensive disarmament program for 
thoroughly eliminating nuclear and chemical weapons by the year 2000. Romania holds 
that the realization of disarmament should have the participation of all countries and 
have corresponding international supervision.” 


In his speech Zhao Ziyang thanked Comrades Ceau:escu and Dascalescu for their warm 
invitation and hospitality. He said: “Today I am very happy to bring with me the 
cordial regards and the best wishes from the 1 billion Chinese people, and visit our 
old friend, the fraternal Romanian People.” He said: “In Romania I[ will have the 
opportunity to witness the important achievements scored by the Romanian people under 
the leadership of the RCP headed by Comrade Nicolae Ceausescu in building sccialism 
through self-reliance, as well as the achievement in all aspects of economic and social 
development." He said: "The Chinese and the Romanian peoples arc intimate comrades in 
arms. Each and every achievement scored by the Romanian people gives us delight and 
encouragement. We sincerely hope that socialist Romania will become more prosperous 
and stronger. This conforms to the interests of the Romanian people and is favorable 
to peace and the socialist cause.” 


Zhao Ziyang said: Under the CPC leadership, the Chinese people are working hard to 
achieve socialist modernization of the motherland. “Through its efforts in recent 
years, China has made all-round and steady economic progress, and has raised the 
people's living standards. In the next few decades, through the continuous efforts of 
generations to come, we plan to make China approach the level of the developed 
countries." 


“hao Ziyang reiterated that China pursues an independent and peaceful foreign policy. 
China is opposed to and will never take part in arms race. Canina resolutely opposes 
all forms of hegemonism and will not seek hegemony itsel’. He emphatically pointed 
out: “Both “hina and Romania are engaging in national construction. They need a long 
period of peaceful international environment.” “China is willing to join Romania and 
all peace-loving countries and peoples in safeguarding world peace.” He said: “The 
arms race and hegemonism constitute a threat to world peace and security of all 
countries and imply the danger of war." He was convinced that with the united efforts 
of the people of the whole world, war can be prevented, and world peace can be 
safeguarded. 


Zhao Ziyang said: “Traditional friendship and cooperative ce)ations exist between the 
parties, governments, and peoples of China and Romania." ‘The Chinese people treasure 
the profound friendship with the Komanian people built over a long period of time. It 
is a firm policy of the Chinese party and Government to develop long-term, all-round 
and stable friendship and cooperative relations with Romania.” He believed that 
Sino-Romanian friendship and cooperative relations will constantly develop. 


After the speeches by the two premiers, the hosts and the guests toasted the health of 
the party and state leaders of the two countries and the constant development and 
consolidation of friendship, unity, and cooperation between the parties, governments, 
and peoples of the two countries. 
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Today's banquet was held at the Victory Hall. A cordial and friendly atmosphere 
permeated the banquet from beginning to end. 


Attending the banquet were Ion Dinca and Gheorghe Oprea, first deputy prime miniters of 
the Romanian Government; Nicolae Constantin and Ludovic Fazekas, deputy prime minisers; 
Alexandru Necula, minister of electric machinery and electronics industry; Traian Pop, 
vice minister of foreign affairs; Paula Prioteasa, vice minister of foreign trade and 
international economic cooperation; Lucian Dragut, secretary general of the Council of 
Ministers; Lucian Dragut, secretary general of the Council of Ministers; and Angelo 
Miculescu, Romanian ambassador to China. 


Also attending the banquet were major members of Premier Zhao Ziyang's entourage in the 
visit to Romania, Lu Dong, minister in charge of the State Economic Commisson: Qian 
Qichen, vice minister of foreign affairs; Wang Pinqing, vice minister of foreign 
economic relations and trade; Bao Tong, vice minister in charge of the State Commission 
for Restructuring Economic System; and Yu Hongliang, Chinese ambassador to Romania. 


Meets With Ceausescu 
0WO31042 Beijing XINHUA in English 1034 GMT 3 Jul 86 


[Text] Bucharest, July 3 (XINHUA) -- Nicolae Casusescu, general secretary of the 
Romanian Communist Party and president of the Socialist Republic of Romania, met with 
visiting Chinese Premier Zhao Ziyang this morning. 


Zhao, also member of the Standing Committee of the Chinese Communist Party Central 
Committee Political Bureau, and his Romanian host exchanged views on bilateral 
relations and international issues. 


Zhao conveyed the best regards to Ceausescu from senior Chinese party and government 
leaders Hu Yaobang, Deng xiaoping and Li Xiannian, while President Ceausescu wished 
them good health and greater successes in leading the Chinese People in their socialist 
construction, according to Chinese sources. 


Zhao told Ceausescu that Chinese party and government leaders are expecting him and his 
wife Elena Ceausescu to visit China again. Ceausescu replied, "It's time for comrades 
Hu Yaobang and Li Xiannian to revisit Romania." "As comrade Deng Xiaoping said he 
would no longer go abroad, I will not compel him to come," he smiled. 


This is Zhao's first official visit to Romania as Chinese premier. He came to the cou 
ntry as a member of a Chinese delegation several years ago when he was party secretary 
of Sichuan Province. The Chinese premier arrived here yesterday afternoon on an 
offical good-will visit. 


After the meeting, Ceausescu and Zhao receded to official talks. Romania is the first 
stop of Zhao's current tour, which also will take him to Yugoslavia, Greece, Spain, 
Turkey and Tunisia. 
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Pays Tribute to Romanian Heroes 
OW060742 Beijing XINHUA Domestic Service in Chinese 1440 GMT 4 Jul 86 
[By reporter Xie Guohua] 


[Text] Bucharest, 4 July (XINHUA) -- At a little past 0800 today, visiting Premier Zhao 
Ziyang of the State Council of China braved a fine drizzle at Liberty Park located in 
the center of Bucharest to respectfully lay a floral wreath at the "Monument to the 
Heroes of the Struggle for the Liberty of the People and of the Motherland and for 
Socialism." 


The wreath was made of red carnations and green cypress branches. Its red ribbon 
carried the following inscription: “Eternal glory to the heroes who laid down their 
lives for the liberty of the people of Romania and the independence of their motherland 
and for the cause of socialism!" 


Accompanied by Ion Dinka, first deputy prime minister; (T. Bopu), vice minister of 
foreign affairs; and others of the Government of Romania, Premier Zhao presented the 
wreath and paid silent tribute to the monument amid the strains of solemn music. 


Premier Zhao and those in attendance also visited the tombs of G. Gheorghiu-Dej, Groza, 
and Parhon, the late party and state leaders of Romania. This was then followed by a 
ride to Fetesti, which is known as the center of automobile industry, for a visit. 


Visits Farm 3 July 
0W032352 Beijing XINHUA in English 2333 GMT 3 Jul 86 


[Text] Bucharest, July 3 (XINHUA) -- Following three hours of talks with Romanian 
Leader Nicolae Ceausescu, visiting Chinese Premier Zhao Ziyang came to the suburbs of 
Bucharest as guest of a state farm this afternoon. 


This is the second day of the premier's visit to the Socialist Republic of Romania. 


The farm, "December 30", named after the Republic Day of the Socialist Republic of 
Romania, is a principal supplier of milk, meat, fruits, vegetables, poultry and eggs 
and other farm and side-line produce to the Romanian capital. As the premier and his 
party arrived at the farm in the southern suburbs of Bucharest, the farm's cadres 
turned out in full force to give the Chinese guests a warm welcome. 


Technical director of the farm Palincaqi Teodor gave the guests a detailed account of 
the production, management and life of the farm. He told them that the farm has 1/7 
sub-farms with 3,200 hectares of land and 2,500 workers. It not only produces farm and 
side-line products but also does processing. Apart from meeting the needs of the 
capital, it exports part of the products to a number of countries in Europe. 


Premier Zhao showed keen interest in the management of the farm. When told that each 
sub-farm practises self-financing and the farm workers do not “eat from the same big 
pot", the premier smiled with satisfaction. At the pig farm, the premier asked about 
its cost and accounting. When he was told that it was very profitable and the economic 
results were good, the premier praised the farm workers for their contributions to 
Romania's socialist construction. 
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Meets With Dascalescu 3 July 
0W040304 Beijing XINHUA Domestic Service in Chinese 0719 GMT 3 Jul 86 
{By reporters Ying Qian and Zheng Jian] 


[Text] Bucharest, 2 Jul (XINHUA) -- Zhao Ziyang, member of the Standing Committee of 
the CPC Central Committee Political Bureau and premier of the State Council, held 
official talks in the "Victory Building” here this evening with Constantin Dascalescu, 
member of the Political Executive Committee of the Romanian Communist Party Central 
Committee and prime minister of the Romanian Government. They briefed each other on the 
socialist construction of their respective countries and the policies adopted to 
develop their economies, studied the current state and future prospects of the 
development of their bilateral relations of friendship and cooperation, and exchanged 
views on international issues of mutual concern. 


Ma Yuzhen, director of the Information Department of the Chinese Ministry of Foreign 
Affairs, told these reporters that the talks were held in a cordial and friendly 
atmosphere and lasted 2 hours and 20 minutes. 


During the talks, the two premiers reviewed with satisfaction the smooth growth of the 
friendly and cooperative relations between the two countries since the visit of 
Romanian President Ceausescu to China last October. They also carried out detailed 
discussions on ways and means to further promote the cooperation between the two 
countries in the fields of economy and trade, as well as science and technology and 
made some positive proposals in this regard. 


Dascalescu stressed that the Romanian party and government and President Ceausescu 
attaches great importance to Sino-Romanian relations and values highly the continuous 
development of the friendship and cooperation between the two countries. The Romanian 
Government, he said, will make determined efforts to fulfill the tasks and attain the 
goals set by the leaders of the two countries last October for developing their 
economic cooperation during 1986-90. 


Zhao Ziyang stressed in the talks that the friendly relations between the two parties 
and the two countries of China and Romania are certainly not ordinary, and that such 
relations, because of their firm foundation, are bound to develop in a protracted, 
steady, and comprehensive way. Zhao Ziyang pointed out: Sino-Romanian economic ties are 
a major component part of the comprehensive friendly and cooperative relations between 
the two countries. The Chinese party and government have always attached great 
importance and paid earnest attention to the development of economic relations with 
Romania. China will take a positive attitude and adopt all necessary measures to 
implement in all seriousness the agreements signed by the two countries. 


The two premiers noted with satisfaction the fact that China and Romania are identical 
or close to each other in their stands toward the major issues facing the world today. 


Dascalescu said: Romania is pursuing a peaceful policy. It is opposed to arms race, 
stands for disarmament, and demands the establishment of a new international economic 
order. Romania also assesses highly China's immense role in the struggle to safeguard 
world peace. The effective cooperation between Romania and China in the international 
arena will surely make a positive contribution to safeguarding world peace. 
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Touching on international issues, Zhao Ziyang said: China and Romania are identical or 
similar in their assessment of the international situation and in their stands toward 
major international questions. In the past few years, they have made new progress in 
their cooperation in the international arena and in international affairs. China 
values highly the positive role played by Romania in the international arena and 
heartily hopes that Romania will make still greater contributions to the settlement of 
major contemporary international issues. 


Attending the talks on the Chinese side were Lu Dong, minister in charge of the State 
Economic Commission; Qian Qichen, vice minister of foreign affairs; Wang Pinging, vice 
minister of foreign economic relations and trade; Bao Tong, vice minister of the State 
Commission for Restructuring the Economic System; and Yu Hongliang, Chinese ambassador 
to Romania. 


Attending the talks on the Romanian side were Ion Dinca, first deputy premier minister; 
Alexandru Necula, minister of electrotechnical industry; Traian Pop, deputy minister of 
foreign affairs; Paula Prioteasa, deputy minister of foreign trade and international 
economic cooperation; Lucian Dragut, secretary-general of the Council of Ministers; and 
Angelo Miculescu, Romanian ambassador to China. 


The talks were followed by a grand banquet hosted by Dascalescu in honor of Zhao Ziyang 
and his entourage. 


Zhao, Ceausescu Continue Talks 
OW051434 Beijing XINHUA in English 1422 GMT 5 Jul 86 


[Text] Bucharest, July 5 (XINHUA) -- Romania Leader Nicolae Ceausescu and visiting 
Chinese Premier Zhao Ziyang this morning held their second round of talks, centering 
mainly on bilateral relations, trade and economic matters in particular. 


The talks were held in a house of the laxeside of Anagov in the northern suburbs of the 
capital city right after the Chinese premier flew back from a tour of Craiova some 250 
milometers west of Bucharest. 


A Chinese Foreign Ministry official told the press after the talks that in an in-depth 
exchange of views, the Chinese premier reiterated the firm policy of the Chinese 
Communist Party and Government to develop and strengthen cooperation with Romania in 
the economic, trade and technological fields. 


The recent years have witnessed a considerable growth in trade between the two 
countries. Under the three agreements signed during Ceaususcu's visit to Beijing last 
October, the total volume of trade turnover for 1986-90 will rise to 14 billion Swiss 
Francs. 


Zhao said the primary task for the two countries at present is to make joint efforts to 
fulfill this goal in bilateral trade. 


Ceausescu pointed out that the potential for expanding economic, trade and 
technological cooperation is very great and the important thing to do is to improve the 
quality of products. He called for the establishment of direct links between 
enterprises of the two countries. 
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The Chinese Foreign Ministry official said the two leaders are satisfied with what he 
called the excellent relations between their two countries in various fields. They 
were also said to have studied some specific measures proposed for increased 
cooperation. They were seen walking on the lawn in front of the house, having a 
tete-a-tete for about ten minutes before their chief aides joined them in the official 
talks. At the end of talks, Ceausescu accompanied the Chinese premier on a boat trip 
on the picturesque lake. Then he invited the Chinese guest to a luncheon. 


Zhao, who arrived in Romania on July 2 for a five-day official visit, held his first 
round of talks with Ceausescu last Thursday. 


Tours Dolj Area Plants 
0W050020 Beijing XINHUA in English 2358 GMT 4 Jul 86 


{[Text{ Craiova, July 4 (XINHUA) -- Visiting Chinese Premier Zhao Ziyang today was 
taken to see some of Romania's outstanding achievements in economic development through 
a tour of Dolj County, some 100 kilometers west of Bucharest. 


Impressive to the Chinese leader is the success of the Isalnita glasshouse, a 
204-hectare farm in the suburbs of Craiova, the county seat, which grows vegetables and 
fruits, mostly for export to other European countries. He showed keen interest in the 
management of the farm while walking some distance in the cucumber and tomato fields. 
When told that by using the heat discharged from a power plant not far away for 
vegetable growing all the year round the farm is able to save half the energy cost, the 
premier said, "what we have seen here today is inspiring indeed. After returning home, 
we should also study how to make good use of the unused heat from power plants." He 
asked the farm manager to pass on the experience and techniques to Chinese exports when 
they come here sometime in the near future. 


He also visited the "Electroputere" plant in Craiova, Romania's largest manufacturer of 
electrical and diesel locomotives. China is one of the plant's customers. At the end 
of the visit, the premier said that he though it necessary to give an enterprise some 
freedom to decide on the use of foreign exchange it earns for the country through 
export of its products. 


Communique Issued on Relations 
0W061024 Beijing XINHUA in English 1005 GMT 6 Jul 86 


[Text] Bucharest, July 6 (XINHUA) -- China and Romania today pledged determined 
efforts to strengthen their friendly and cooperative relations in all fields. 


This was stated in a press communique issued here at the end of a five-day official 
goodwill visit by Chinese Premier Zhao Ziyang. During his stay in Romania, the Chinese 
premier, who is also member of the Standing Committee of the Political Bureau of the 
Chinese Communist Party Central Committee, met twice with Nicolae Ceausescu, general 
secretary of the Romanian Communist Party and president of the Socialist Republic of 
Romania, and held official talks with his Romanian counterpart Constantin Dascalescu. 
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The communique indicates that both parties are satisfied with the smooth development of 
the traditional ties of close friendship, cooperation and unity between the Chinese and 
Romanian parties, the two countries and peoples. This relationship is based on the 
principles of full respect for national independence and sovereignty, complete equality 
of rights, non-interference in each other's internal affairs and comradely assistance 
of mutual benefit, it points out. 


On international affairs, which were the main topic in Zhao's talks with Ceausescu, the 
two countries shared “identical or very similar" views on major current world issues, 
says the communique. 


Both China and Romania are concerned about the tension emerging in the international 
life, and agree that the continuation of arms expansion and the deployment of new-type 
nuclear weapons in Europe will increase the danger of a new world war. 


The two leaders reaffirm that their countries will continue to work with the people of 
other countries for an end to the arms race immediately, to bring about universal 
disarmament, first of all, nuclear disarmament, and to get rid of the policy that 
allows violation of other countries' sovereignty, interference in their internal 
affairs and the use or threat of force against others, the communique notes. 


They draw attention to the urgency of solving the debt and other economic problems 
facing the developing countries, eliminating underdevelopment and establishing a new 
international economic order based on full equality and fairness between states. 


The communique stresses that China and Romania call for participation of small and 
medium-sized, non-aligned and developing countries in the international life and a 
bigger role by them in the settlement of major international issues. They hope that 
the summit of non-aligned countries to be held in Zimbabawe later this year will help 
reinforce their unity and their weight in the search for solutions to the complicated 
problems of the world. 


The talks between the Chinese and Romanian premiers, the communique continues, centered 
on bilateral trade and economic issues. They asked the economic departments of both 
countries to tap potentials, study new ways and means for a stable increase in trade 
and economic cooperation on a long-term and mutually beneficial basis. 


Premier Zhao, on behalf of the Chinese Communist Party General Secretary Hu Yaobang and 
Chairman Li Xiannian and his own name, invited Ceausescu to visit China again. He also 
invited Premier Dascalescu to pay an official visit to Beijing. The communique says 
the invitations have been accepted with pleasure. 


Leaves Romania for Yugoslavia 
0W060732 Beijing XINHUA in English 0717 GMT 6 Jul 86 
[Text] Bucharest, July 6 (XINHUA) -- Chinese Premier Zhao Ziyang left here by special 


plane for Yugoslavia this morning after his successful five-day official good-will 
visit to Romania. 
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Premier Zhao, who is also member of the Standing Committee of the Political Bureau of 
the Central Committee of the Chinese Communist Party, was seen off at the airport by 
Constantin Dascalescu, Romanian Premier and member of the Executive Political Committee 
of the Romanian Communist Party's Central Committee. 


Arrives in Belgrade 
OW060820 Beijing XINHUA in English 0813 GMT 6 Jul 86 


[Text] Belgrade, July 6 (XINHUA) -- Chinese Premier Zhao Ziyang arrived here this 
morning to start his four-day official friendly visit to Yugoslavia. 


Premier Zhav and his party were warmly welcomed at the Belgrade airport by Yugoslav 
Federal Executive Council President Branko Mikulic and other high-ranking officials. 


In a written statement at the airport on his arrival, the Chinese premier said that 
Sino-Yugoslav friendly cooperative relations have been developing smoothly in recent 
years. Both countries have expanded cooperation in politics, economy, science and 
culture and strengthened cooperation in international affairs. Zhao stressed that the 
Chinese Government has attached great importance to the bilateral friendly cooperative 
relations based on the principles of independence, equality and non-interference in 
each other's internal affairs and will make further efforts to strengthen the ties. 
The Chinese premier also said that during his stay in Yugoslavia he will exchange views 
with Yugoslav leaders on international issues of mutual concern and on ways to further 
develop bilateral relations, and he will be interested in understanding the experience 
in Yugoslavia's socialist construction. This is Zhao's return visit to Yugoslavia at 
the invitation of Yugoslav Premier Branko Mikulic. 


SFRY Spokesman on Zhao Visit 
0W032210 Beijing XINHUA in English 1812 GMT 03 Jul 86 


(Text] Belgrade, Jul;y 3 (XINHUA) -- Yugoslavia regards Chinese Premier Zhao Ziyang's 
upcoming visit as of particular significance, a Yugoslav Foreign Ministry Spokesman 
said today. 


In an interview with the Yugoslav News Agency TANJUG, Spokesman Aleksandar Stanic said 
the Chinese Premier's visit, which begins July 6, is a continuation of the political 
dialogue at the highest-level between the two countries. 


He added that during the visit, leaders of the two countries will exchange views on the 
major issues relating to the social and eocnomic development in their respective 
countries, and will explore new areas to promote bilateral economic cooperation. 


In a complicated world situation where peace and security are threatened, the exchange 
of views between leaders of the two countries will be conducive to the maintenance of 


world peace, Stanic said. 
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HU YAOBANG MEETS ZAMBIAN PARTY DELEGATION 


0WO41400 Beijing XINHUA in English 1340 GMT 4 Jul 86 


{Text ] Beijing, July 4 (XINHUA) -- Hu Yaobang, general secretary of the Communist Party 
of China (CPC), reiterated today China's unswerving support for the just struggle of 
the South African people for an end to the policy of radical discrimination. Hu said 
this at a meeting with a delegation from the Zambian United National Independence Party 
(ZUNIP), led by General Secretary A. G. Zulu, here this afternoon. 


He said that the Chinese Government and people resolutely oppose the cruel racist rule 
of the South African authorities and their policy of racial discrimination. 


To struggle against reactionary forces, Hu pointed out, it is best to have greater 
unity and as many sympathizers as possible because nothing can be accomplished with few 


friends. 


Zulu thanked the CPC and the Chinese Government and people for their support for the 
national liberation movements in South Africa and Namibia. He said that the situation 
in South Africa is explosive and the South African authorities have failed in their 
attempt to control the situation. 


Hu expressed satisfaction with the development of relations between the two countries. 
He said that the Chinese people are full of friendly feelings toward the Zambian 


people. "Our assistance to you is limited because what we have in mind is beyond our 
capability. But we'll do what we can," he added. 


Zulu thanked China for its aid to Zambia and paid tribute to relations between the two 
countries. Hu hosted a dinner for the visitors after the meeting. 


Tian Jiyun Attends Return Banquet 
0W051443 Beijing XINHUA in English 1428 GMT 5 Jul 86 


[Text] Beijing, July 5 (XINHUA) -- A. G. Zulu, general secretary of the Zambian United 
National Independence Party (ZUNIP), gave a return banquet here this evening. Chinese 
Vice-—Premier Tian Jiyun attended. 


The ZUNIP delegation, led by Zulu, left here tonight at the end of its China visit. 


I. 7 Jul 86 PRC INTERNATIONAL AFFAIRS Jl 
WESTERN HEMISPHERE 


BO YIBO MEETS CUBAN PRESS AGENCY DIRECTOR 


OW050602 Beijing XINHUA in English 0554 GMT 5 Jul 86 


{(Text] Beijing, July 5 (XINHUA) -- Bo Yibo, vice-chairman of the Central Advisory 
Commission of the Chinese Communist Party, met with Pedro Margolles Villanueva, 
director-general of the PRENSA LATINA from Cuba, and his party here this morning. 


The PRENSA LATINA singed an agreement of cooperation with the XINHUA NEWS AGENCY in 
1960. The purpose of Villaneuva's current visit to China is to resume and develop its 
agency's friendly relations and cooperate with XINHUA and to sign a new agreement on 
news exchange between the two news agencies. 


U.S. REPLACES COMMANDER, AMBASSADOR TO HONDURAS 


0W050642 Beijing XINHUA in English 0628 GMT 5 Jul 86 


{Text] Managua, July 4 (XINHUA) -- The United States has decided to change the 
commanding officer of its troops stationed in Honduras, according to reports from 


Tegucigalpa. 


The reports quoted Honduran official sources as saying today that Colonel William 
Comee, Commander of the U.S. troops in the country, has to leave his post although he 
has served for only one year as head of the U.S. military contingent in Honduras. 


Meanwhile, the U.S. Government announced June 30 that it will replace Ambassador John 
Ferch in Honduras despite the fact that he had been in the post for less than a year. 


News reports also speculated that Ferch was removed because Washington was unhappy with 
his performance and that the former Ambassador liked neither the Hondurans nor the 
Nicaraguan anti-government "contras", who have a military bases in Honduras. Observers 
here believe that Ferch will be replaced by a diplomat more skillfully in handingling 
military affairs so that Honduras can play a more active role in helping the United 
Staes in its fight against the Sandinista government of Nicragua. 


CONTRAS KILL CIVILIANS; NICARAGUA BLAMES U.S. 


0W042350 Beijing XINHUA in English 2344 GMT 4 Jul 86 


[Text] Managua, July 4% (XINHUA) -- Groups of "contras" yesterday attacked an 
inter-city bus and a passenger boat, causing death to 33 people including 12 children. 
The Nicaraguan Defense Ministry, in a communique published here said the passenger bus 
was travelling along "the Cuabocay" route when it hit a mine placed by the "contras" 
about 180 kms to the north of Manauga. 


The raid killed 32 civilians, including 12 children and 12 women, the communique said. 
On the same day, another group of "contras" attacked a passenger boat with machine-gun, 
rifle, and RPG-7 rocket fire when it was travelling between "the Rama" and "Blufields" 
on the Nicaraguan Atlantic coast. One person got killed and seven wouded as a result. 
According to an official source, the Nicaraguan Foreign Ministry was preparing a none 
of protest in which it blames the U.S. Government for the death of Nicaraguan civilians 
in the hands of “contras." The Reagan administration's request for 100 million dollars 
in additional aid to the Nicaraguan rebels was approved by Congress recently. 
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RENMINBI EXCHANGE RATE LOWERED BY 15.8 PERCENT 


0W051350 Beijing XINHUA in English 1333 GMT 5 Jul 86 


[Text] Beijing, July 5 (XINHUA) -- Chen Muhua, state councillor and governor of the 
People's Bank of China, announced here today that the exchange rate for the Chinese 
currency (renminbi) vis a vis foreign currencies will drop by 15.8 percent as of today. 


"That is to say, 100 U.S. dollars, which used to equal 320 yuan, are now worth 370.36 
yuan," she explained. The corresponding and appropriate adjustment of the exchange 
rate of the renminbi to currencies of other countries is a necessary and normal 
business step, she asserted. 


Chen made these remarks at a meeting with a delegation from the International Monetary 
Fund (IMF) -- here for annual consultations at the invitation of the People's Bank -- 
led by IMF Asian Department Director P. Narvekar, here this afternoon. 


Along with the development of China's economic restructuring and its commodity economy, 
Chen said that China has made domestic price adjustments. It is quite normal to adjust 
the exchange rate in accordance with the changes in prices on the domestic as well as 
the international market, she said. 


Chen added that to encourage exports and balance foreign income and outlay, it is 
necessary to make appropriate adjustments in the exchange rate. 


Chen also said that the State Council recently decided to make the People's Bank of 
China the sole authority in charge of borrowing from foreign countries. 


The 1986 consultation between China and the IMF is being held from June 23 to July 9. 


QIAO SHI ADDRESSES LAWYERS' CONGRESS 5 JULY 


0W060606 Beijing XINHUA Domestic Service in Chinese 1343 GMT 5 Jul 86 
[By reporter Chen Yan] 


[Text] Beijing, 5 Jul (XINHUA) -- The National Congress of Lawyers, the first of its 
kind in China since the founding of the People's Republic, opened at the Great Hall of 
the People in Beijing this morning. The congress marks a new stage of development of 
China's lawyer system. 


Comrades Ulanhu, Xi Zhongxun, Yang Shangkun, Chen Pixian, Song Renqiong, Peng Chong, 
Rong Yiren, Zheng Tianxiang, Yang Yichen, Kang Keqing, Qian Changzhao and Wang 
Guangying attended the meeting to extend their greetings. Qiao Shi, member of the 
Political Bureau and the Secretariat of the CPC Central Committee, vice premier of the 
State council, and secretary of the Central Political and Legal Commission, extended 
his warm greetings throughout the country on behalf of the CPC Central Committee and 
the State Council. 
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Qiao Shi said in his speech: Over the past few years, lawyers have been playing an 
increasingly greater role in upholding socialist democracy and the legal system; in 
promoting reform, opening to the outside world, and economic invigoration and 
construction; in protecting citizens' legal rights and interests and severely punishing 
serious economic and other criminals according to the law; and in publicizing the legal 
system, improving relations among the people, and stepping up the building of the 
spiritual civilization. Facts show that it is very necessary to perfect the lawyer 
system, build a contingent of lawyers and strengthen the work of lawyers in China. The 
legal system cannot be perfected without a perfect lawyer system. 


Qiao Shi pointed out: Our lawyer system must be a saialist lawyer system with Chinese 
characteristics in conformity with our national conditions. In this respect, we do not 
have a model to follow, and we have to constantly probe, study and sum up experience in 
the course of practice, and gradually develop and perfect the lawyer system. He 
emphasized: This fundamental character decides that our lawyers must unconditionally 
place themselves under the party and state leadership, faithfully serve the fundamental 
interests of the party, the state and the people, and work for the development of 
socialist democracy, for the perfection of their socialist legal system, and for the 
building of socialist material and spiritual civilizations. 


Qiao Shi pointed out: To uphold the four basic principles should be the basic guiding 
principle for the work of our lawyers. Only under this guiding principle can we ensure 
that our lawyers adhere to a correct political orientation in work, constantly improve 
the quality of lawyers politically and professionally, and enhance their ability to 
work for the party and the state and to serve the people. 


On the relationship between lawyers and the public security and procuratorial organs 
and people's courts, Qiao Shi said in his speech: Our lawyer system is an organic part 
of the socialist legal system. Fundamentally speaking, the work of our lawyers is 
united with the work of public security and procuratorial organs and people's courts. 
Their objective is the same -- to act strictly according to the law on the basis of 
facts to defend the dignity of the PRC Constitution, other laws and the socialist legal 
system. Under this premise, they coordinate, supplement and restrict each other. 


Qiao Shi said: Lawyers must be upright and honest in performing their duties, value 
the interests of the party, the state and the people above everything else, uphold 
truth and correct mistakes as soon as they occur. Lawyers should never violate the 
interests of the state and the collectives and the dignity of the law merely for the 
sake of their clients. Nor should they yield to certain persons’ power and influence 
and fail to seek truth from facts, argue strongly on just grounds, and speak 
impartially to defend the legitimate rights and interests of the state, collectives and 


citizens. 


Qiao Shi said that while certain progress has been made in the work of lawyers in 
China, basically speaking the lawyer system is still in its infancy and in need of 
universal attention and support from all quarters. He urged the party committees, 
governments and political and legal departments at all levels to understand fully the 
importance and role of the work of lawyers in the course of perfecting the socialist 
legal system, and attach further importance to and support the work of lawyers. 
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He urged them to resolutely deal with the illegal act of obstructing lawyers from 
performing their legal duties and even persecuting the lawyers, and to firmly protect 
the rights and interests of lawyers. He called on them to create the necessary working 
conditions for lawyers and solve the lawyers’ difficulties in work and life. He also 
expected the lawyers in China to understand profoundly their glorious duties as the 
people's lawyers; love their work; painstakingly study Marxism, Mao Zedong Thought, the 
party's policies and the laws of the state; strive to improve their knowledge and 
working ability; make more outstanding achievements in work; and win further trust and 
respect from the whole society. 


Zhou Yu, minister of justice, delivered an opening speech at the meeting, in which he 
pointed out that lawyers are important and indispensable to economic construction and 
to the development of the legal system. 


Present at today's meeting were Liu Fuzhi, deputy secretary [fu shu ji 0479 2579 6068] 
and secretary-general [mi shu zhang 4434 2579 7022] of the Central Political and Legal 
Commission; Wang Hanbin, secretary-general of the NPC Standing Committee and chairman 
of the Legislative Affairs Commission of the NPC Standing Committee; Ruan Chongwu, 
minister of state security; responsible persons of the Beijing Municipal CPC Committee, 
the municipal government and other departments concerned; some 150 representatives of 
lawyers from 29 provinces, autonomous regions and municipalities; and some 80 
non-voting participants from the judicial departments at all levels. 


The congress received congratulatory messages from the Supreme People's Court, the 
Supreme People's Procuratorate, the Ministry of Public Security, and the Chinese Law 


Society. 


HU YAOBANG, OTHER LEADERS ATTEND LEGAL SYSTEM COURSE 


HKO31334 Hong Kong ZHONGGUO XINWEN SHE in Chinese 1230 GMT 3 Jul 86 


{Report: "Hu Yaobang and Other High-Ranking CPC Leaders Attend Legal System Course” -- 
ZHONGGUO XINWEN SHE headline] 


[Text] Beijing, 3 Jul (ZHONGGUO XINWEN SHE) -- Led by Hu Yaobang, some high-ranking 
CPC leaders today attended a legal system course in Zhongnanhai. 


Before the course began, Hu Qili, secretary of the CPC Central Committee's Secretariat, 
delivered a short speech. He said: Not long ago, after hearing a report on 
rectifying the party style and correcting unhealthy tendencies of the Standing 
Committee of the Central Committee's Political Bureau, Deng Xiaoping pointed out that 
although rectification of party style is not a focal point, as far as the overall 
Situation is concerned, we should pay close attention to and strengthen the legal 
system. It is important to solve the problem of education, and educating people is a 
fundamental problem. 


Hu Qili said: Some leaders are not attending a course. This is one of the measures 
the central authorities have adopted to strengthen the legal system. He continued: By 
studying the legal system, the leading cadres can facilitate the popularization of 
legal knowledge and educate and encourage all party members to abide by the law and do 
things in accordance with it. In addition, this can also facilitate the four 
modernizations and the smooth implementation of the reforms. 
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Today, Hu Yaobang, Fang Yi, Tian Jiyun, Li Peng, Hu Qiaomu, Hu Qili, Yao Yilin, Chen 
Muhua, Chen Pixian, Hao Jianxiu, Wang Zhaoguo, and others earnestly attended the legal 
system class. 


Sun Guohua, an associate professor at China People's University, delivered the first 
lecture, entitled "Marx's Theory of the Role of Law.” It is reported that in 
principle, there will be 2 class each month in Zhongnanhai. 


RENMIN RIBAO MARKS ANNIVERSARY OF FORMAT CHANGE 


HKO31226 Beijing RENMIN RIBAO in Chinese 2 Jul 86 p 1 


{Article by RENMIN RIBAO Editorial Department: "Our Wish -- To Readers on the Occasion 
of the 30th Anniversary of RENMIN RIBAO Changing Its Format"] 


{Text} With the approval of the party Central Committee, RENMIN RIBAO changed its 
format and began to issue eight pages on 1 July 30 years ago and published an editorial 
entitled "To Readers," which stated clearly that “RENMIN RIBAO is a newspaper of the 
party and it is also a newspaper of the people" and put forward a plan for improving 
the newspaper. The main contents of this plan were to expand the scope of reports, 
initiate free discussions, and improve the style of writing. The change of format at 
that time was carried out after the socialist transformation of the ownership of the 
means of production was basically completed in our country and under a new situation in 
which economic construction became the focus of the work of the whole party and the 
whole country. It was a successful exploration in how to properly run the newspaper of 
a ruling proletarian party. It was considered as another greatly significant reform in 
the history of the party's newspapers following the change of format of JIEFANG RIBAO 
in Yanan in 1942, and was well received by the readers. 


Today we are opening up a new situation in all aspects of socialist modernization. The 
waves of reform are sweeping across the country, covering economic, political, 
cultural, and all other fields. As a carrier of social public opinion and a means for 
collecting information from all quarters and playing the most powerful music of our 
time, newspapers are even more aware of this. In order to meet the needs of the 
situation of comprehensive reforms, our newspapers must also regard themselves as a 
component part of the entire reform -—- an overall, comprehensive, and dynamic social 
systems project. While publicizing reforms, newspapers must make corresponding reforms 
in their own work. The staff members and workers of this newspaper are telling readers 
of our wish to reform the newspaper in the hope that they will make comments and 
criticisa. 


"The party's journalism undertaking is the mouthpiece of the party. Naturally, it is 
also the mouthpiece of the people's government under the leadership of the party. At 
the same time, it is also the people's own mouthpiece." This is a complete and clear 
inference drawn by Comrade Hu Yaobang in his talk "On the Party's Journalism Work." He 
also pointed out: "The party's journalism undertaking should fully develop its role as 
the mouthpiece of the party. This of course includes the ru.:e of transmitting 
instructions from higher authorities to lower levels and making the situation at lower 
levels known to the higher authorities, the role of strengthening the ties between the 
party and the people and reflecting the demands of the people, and the role of 
satisfying the people's needs in obtaining information." 
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What Comrade Hu Yaobang said is the guide for us to do a good job in running the 
party's mewspapers and is also an explicit summary of the main aspects of the reform in 
the work of newspapers. The aim of the reforms to be carried out in RENMIN RIBAO is to 
better manifest and display the nature and functions of a newspaper of the central 
organ of the party. 


Reforms and opening up are rapidly changing the face of our country. As far as thu 
work of newspapers is concerned, great changes have taken place in the situation as 
compared even with that several years ago. We need not compare with the situation 30 
years ago. The broad masses of readers have greater needs than ever before in 
obtaining from the newspapers new information, new things, and new problems in various 
fields, as well as the views of the party Central Committee toward these new things and 
new problems. They have greater needs than ever before in obtaining from the 
newspapers new concepts, new knowledge, and new technology needed for modernization. 
They have greater needs than ever before in exchanging views and experience in the 
newspapers. They have greater needs than ever before to learn from the new: papers new 
things that occur in the world. At present there are thousands of domestic newspapers 
and periodicals, and broadcasting and television have become increasingly more 
popular. Under these circumstances, how RENMIN RIBAO, as a newspaper of the party's 
central organ, should give play to its strong points, satisfy the needs of the readers 
to the greatest extent, and create its own characteristics in contents and form so that 
the readers will find it readable, trustworthy, and intimate and really regard it as 
their helpful and bosom friend, is the problem which we are determined to -olve in the 
course of exploration and reforms. 


There is no ready model for reforming newspapers. It is necessary for us to explore 
continuously. The only way we can do so is to carry out reforms step by step. It is 
impossible for us to announce a certain date on which our newspaper will take on an 
entirely new look before the readers. We will do solid work and make unremitting 
efforts to make our newspaper better serve the readers, reforms, and modernization. In 
order to obtain help and advice from our readers, we will organize a sampling survey 
concerning the reform of the newspaper in order tec solicit opinions extensively. We 
hope that readers involved in the survey will give us their support and cooperation. 
We hope that more readers will put forward their criticism and proposals regarding the 
contents, layout, printing, and delivery of the newspaper. We will improve our work 
based on the readers’ opinions. 


“Our newspaper is called RENMIN RIBAO. This means that it is the people's public 
weapon and public property. The masses of the people are its masters. Only by relying 
on the masses of the people can we run our newspaper well.” This is a passage from the 
concluding remarks of our newspaper's editorial “To Readers" published 30 years ago. 
Today we want to offer it to our readers again and use it to encourage ourselves. 


LIAOWANG URGES PROPAGANDA IN MARXIST CULTURAL THEORY 


HK060317 Beijing XINHUA Hong Kong Service in Chinese 0151 GMT 6 Jul 86 


[Text] Beijing, 6 Jul (XINHUA) -- The latest edition of LIAOWANG magazine, to be 
published tomorrow, carries a commentator's article pointing out that while spurring 
the development of literature and art in China, it is very important to step up 
propaganda and education in Marxist theory on literature and art. 
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The magazine's view is based on the current state of literature and art in China. The 
article holds that the following is the current state of literature and art in the 
country: Rich and varied contemporary real life has not yet been extensively and 
profoundly expressed in China's literature and art works; and a normal discussion 
atmosphere of free airing of views and contention between a hundred schools has not yet 
formed in literature and art criticism. In particular, certain people have displayed 
certain degrees of coldness and lack of attention regarding the fiery realities of the 
four modernizations and the reforms; some people are enthusiastically engaged in 
preaching abstract individualism and social pessimism that pokes fun at everything and 
harbors doubts over all social progress, and they even play up people's. sexual 
instincts in isolation, stripped of social content; certain vulgar styles are imitated 
in literature and art creation and performance; vulgar reading matter spread to a 
disastrous extent for a time, hitting hard at the healthy development of serious 
literature and art, and so on. 


The commentator's article points out that many successes have been recorded in the 
development of China's literature and art in recent years, but if the situation 
described above fails to draw attention, the possibility remains of producing bad 
social effects. 


The article says that neglect of propaganda and education in Marxist theory on 
literature and art in recent years is an important reason for the emergence of the 
undesirable phenomena noted above. 


On stepping up propaganda and education in Marxist theory on literature and art, the 
article particularly emphasizes that it is essential to resolve problems of whom 
literature and art should serve, of the relationship between freedom of creation and 
social responsibility, and the relationship between literature and art creation and 
social life. The article says that today we should precisely serve the highest 
interests of our nation and people -- accomplishing socialist modernization and 
enhancing the masses' spiritual realm. This is determined by the socialist nature of 
our literature and art. 


Discussing the social responsibilities of writers, the article points out that so long 
as writers' works enter society they will produce social benefit of various kinds. The 
writers cannot evade their responsibility for this. On the other hand, there is no 
such thing as absolute, unconditional, and abstract freedom in creation. Writers can 
only attain true freedom in creation on the basis of taking a correct view of social 
life. 


WENZHAI BAO VIEWS PROBLEMS IN PROPAGANDA WORK 


HKO31039 Beijing WENZHAI BAO in Chinese No 324, 26 Jun 86 p l 


[Report summarized from 11 June ZHONGGUO BACKAN BAO [CHINA PRESS and PUBLICATIONS 
JOURNAL]: "Problems in Propaganda on Issues in Daily Life"'] 


[Text] According to a survey, readers hold the following opinions on the propaganda on 
issues in daily life: 1) The levels of consumption mentioned in the p)«paganda are 
relatively too far above the actual levels in our country. 
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For example, some newspapers and journals say too much about the arrangement of modern 
furniture, about the decoration of "nurseries," and about a piano being a "necessity" 
for a family. This excessively premature propaganda will lose its attraction for most 
of our readers. 2) The understanding of "modern life" fails to take into account all 
of its aspects. One practice is to restrict propaganda to readers of the urban 
high-income stratum. The propaganda gives the impression: It seems that one does not 
know modern lifestyle if one is not particular about one's food, clothes, residence, 
articles of daily use, and the ways in which to play. It seems that the reform of our 
lifestyle can take no account of our country's cultural and historical tradition and 
copies Western lifestyles. The other practice is that it seems that modern life is 
only embodied in material consumption; therefore, little is mendionted about spiritual 
consumption in life, even less is guidance given in this area. 3) The propaganda fails 
to give sufficient, correct, and convincing guidance on the problems in our lives. 
Some of it gives naturalist reports and narration about cases that have occurred in 
families and problems in sexual life. It thus lowers its taste and even yields a 
negative propaganda effect. Some propaganda, such as that on the issue of female 
"virginity" gives too much emphasis to it because it fails to eliminate feudal 
morality. This yields a bad effect. Some of the propaganda focuses on issues in the 
lives of youths and old people and fails to mention much abut the issues in the lives 
of middle-age people. 


REMAIN RIBAO SCORES TOURING AT PUBLIC EXPENSE 


HKO31001 Beijing RENMIN RIBAO in Chinese 30 Jun 86 p 1 


["Letter" from the office of Jinan Railway Public Security Section: "The Wind of 
‘Going on Tours at Public Expense’ Blows Again"] 


[Text] Dear Comrades, 


Since the summer set in, some cadres, workers and students have been on holiday. They 
have gone sightseeing here and there, and this trend is becoming more common. For a 
time, the daily volume of tourist at Jinan and Taian railway stations amounted to as 
many as 16,000, accounting for more than half of these stations' gross volume of 
passengers. Most of them were young people who came from factories, enterprises, 
shops, and schools, and who went on tours at public exense. 


The practice of going on tours at public expense has not only directly affected 
production and study, as well as intensifying the strain on railway transportation, but 
has also disturbed public security. On 16 April, a group of eight people, the staff of 
Dashiqiao hardware, chemical industry products, communicatiom, and electrial appliances 
shop in Zhengzhou City, including young salesman Sun Longjian, boarded the No 493 train 
and travelled to Taian. Since they occupied more seats than they were entitled to, 
they argued with other passengers on the matter. When passenger Duan Hongjiang and two 
other people criticized their act of occupying more seats than they were entitled to, 
Sun Longjian stabbed Duan to death with a hunting knife and seriously wounded the other 
two people. This is just one of the many incidents of this kind which have taken place 


on trains. 


It is very necessary and correct that the central authorities have formulated 
regulations on banning acts of going on tours at public expense. We should resolutely 
ban this tendency. However, some units have not resolutely implemented the central 
authorities’ regulations. 
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Some of them even continue to support this kind of activity by allowing time and 
providing financial support. It is hoped that all umits concerned will seriously 
implement the central authorities' regulations on banning acts of going on tours at 
public expense, will adopt effective measures, and will resolutely check the unhealthy 
tendency of going on tours at public expense. 


Commentator's Article 
HKO31003 Beijing RENMIN RIBAO in Chinese 30 Jun 86 p 1 
[Commentator's article: "Gong on Tours at Public Expense Is Strictly Forbidden") 


[Text] Since the summer set in, some localities and units have openly violated 
regulations of the CPC Central Committee and State Council on banning acts of going on 
tours at public expense. Instead, they have opened wide the door for their workers to 
go on tours at public expense, thereby developing this unhealthy tendency and giving a 
bad impression to the masses. We must resolutely check this kind of malpractice. 


The central authorities have issued repeated injunctions on banning the act of going on 
tours at public expense. At the end of last year, the CPC Central Committee office and 
the State Council office issued a circular on solving several problems concerning the 
work style of organs. One of the problems is the tendency in which party and 
government cadres go on tours at public expense. The circular also clearly stated that 
all meetings held by associations, societies, and research institutes must not choose 
their venues in tourist cities or at tourist spots. Also, nobody is allowed to go on 
tours at public expense following the conclusion of the meetings. Whenever a person 
goes on a tour at public expense with the excuse of visiting and studying, we should 
handle the case by following the principle that "whoever proposes the idea should be 
responsible for the cost" and "whoever approves it should be responsible for paying the 
bills." All public funds spend should be recovered. Also, corresponding disciplinary 
measures should be taken against the people involved in serious cases. 


Over the past 6 months and more, party government organs at all levels have seriously 
implemented the regulations on strictly banning acts of going on tours at public 
expense. They have taken the lead in improving the work style and promoted a 
fundamental turn for the better in both party style and the general mood of society. 
They have therefore been praised by the masses. However, judging from the situation 
reported by the office of Jinan railway public security section, there are some party 
and government organs, particularly some grass-root units, which turn a deaf ear to the 
spirit of the central authorities' guidance. They stick to their old practice and 
offer conditions in terms of time and financial support for going on tours at public 
expense, so that the tendency of "going on tours at public expense" has prevailed for a 


long time. 


The fact that the staff of state organs go on tours at public expense has not only 
increased state expenditure but also brought heavy burdens to some localities, 
particularly the tourist areas and special zones. Furthermore, it has intensified the 
strain on transport action, adversely affecting people's normal work and study. In 
some cases, it has also seriously harmed public security and social order and has 
corrupted the general mood of society, which is unfavorable to our current reforms and 
the four modernizations. Therefore, all departments and units concerned must attach 
great importance to the matter. 
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By following the principle that "whoever proposes the idea should be responsible for 
the cost, and whoever approves it should be responsible for paying the bills," they 
should resolutely ban all acts of going on tours at public expense. We should take 
economic measures against those who are responsible for organizing and supporting acts 
of going on tours at public expense. In addition, we should take disciplinary measures 
against those involved in serious cases. 


Our country is still not a rich one. There is strain in the supply of energy resources 
and transport. All departments and units should try their best to operate in an 
economical way, and allocate limited capital to areas which are necessary in building 
the socialist modernizations. Party and government organs at all levels, all mass 
organizations, and all grass-roots units must organize cadres and the masses to 
seriously study the relevant regulations from the central authorities, so that everyone 
will fully understand the necessity and importance of the work of resolutely banning 
acts of going on tours at public expense; and so as to encourage the workers to 
continue to carry forward the spirit of struggling hard and to make contributions to 
building the four modernizations. 


RENMIN RIBAO URGES FREEDOM IN SCIENCE, TECHNOLOGY 


HKO30839 Beijing RENMIN RIBAO in Chinese 28 Jun 86 p l 


[Editorial: "Give Scientific and Technological Workers a Free Hand in Carrying Out 
Great Plans"] 


[Text] The Third National Congress of the Chinese Association for Science and 
Technology was successfully held. Over 2,000 representatives gathered together and 
discussed their great plans for invigorating scientific circles and making 
contributions to the four modernizations. The congress was marked by unity, democracy, 
and the brightness of intelligence. It was so held in such a lively manner that its 
atmosphere lived up to its theme: Mobilizing the scientists and technicians throughout 
the country and uniting them so as to contribute their wisdom to realizing the Seventh 
5-Year Plan. By mastering modern science and technology, we shall add wings to the 
future vigorous development of the Chinese nation. Reforms of the economic structure, 
as well as of the scientific and technological structures, will pave the way for 
invigorating China's science and technology. Now is the time when the scientific and 
technological workers can fully display their abilities! 


Following the 3d Plenary Session of the llth CPC Central Committee, the method of 
"respecting knowledge and qualified personnel," which was greatly advocated by the CPC 
Central Committee, has become the prevailing practice. The whole society understands 
in great depth the significance of science and technology in the realization of the 
four modernizations. The major tasks faced by the scientific and technological front 
at present are: to spare no effort in promoting reforms in the scientific and 
technological structures, and to unswervingly make things serve economc construction so 
as to struggle for quadrupling the annual gross industrial and agricultural output 
value by the turn of the century. Science and technology are the important resources 
for building modern material civilization, as well as one of China's foundation stones 
for building socialist spiritual civilization. Thus, playing their riles in building 
the two civilizations is a glorious historical mission presently undertaken by all 


scientific and technological workers. 
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The quality of nation's science and culture reflects that nation's level of spiritual 
civilization. The Chinese nation is a great nation. But we cannot but realize that in 
our national spirit, there are still such backward elements as small-scale agricultural 
production thinking and other outmoded traditional concepts. They are the great enemy 
of our current modernizations. Also, they are the products of China's long-term 
feudalistic rule in the past, and they breed and develop in areas where science, 
technology, and productive forces are in a backward state. Spriritual force as well as 
material force is needed to smash the trammels of small-scale agricultural production 
thinking, and problems will eventually be solved by developing the productive forces. 
But this cannot be separated from the power of science, be it because of spiritual or 
material factors. The replacement of outdated thinking cannot be separated from arming 
our minds with scientific and technological knowledge. To popularize scientific and 
technological knowledge among cadres and the masses is an historical task in promoting 
reforms and the building of spriritual and material civilization. This task falls 
first on the shoulders of millions of ordinary Chinese scientists and technicians, as 
well as members of the Chinese Association for Science and Technology. 


At the Second National Congress of the Chinese Association for Science and Technology, 
Comrade Hu Yaobang said: "The reason scientists can become what they are is because 
they strictly follow the scientific spirit, that is they seek truth from facts, make 
innovations, oppose acts of indulging in exaggeration, and oppose conservative acts." 

This is the spirit urgently needed at present in our reforms and the four 
modernizations. Not having a high level of development in science and technology or in 
their popularization is a backward state. Not having a scientific spirit is also a 
kind of backward state. Our scientists must focus their work on tackling tough issues 
and popularizing scientific and technological knowledge. They must also regard as 
their own work the popularization of scientific thinking. Party and government cadres 
at all levels must take scientists as their examples, and learn their spirit of 
studying science and technology so as to spread the spirit across the whole of society. 


In order to fully display their abilities, scientific and technological workers need a 
democratic and harmonious academic environment created by the party organizations and 
governments at all levels. One of the keys to achieving this rests with the policy of 
letting a hundred schools of thought contend, which is the only correct guideline for 
developing science. Judging from the history of science, the development of all 
scientific departments is related to the contention of different views. The collision, 
enhancing, and merging of different academic viewpoints and thinking are the cradle of 
wisdom and the fertile soil for developing innovations. There are no forbidden areas 
in science. In the academic field, people should be free to air any point of view, 
criticize any point of view, and reply to criticism. This is protected by the 
construction. Scientific and research work must be carefully carried out, but the 
academic atmosphere of scientific and technological circles must be very democratic. 
In the area of academic contention, we should allow criticism and replies to criticism, 
including criticism and replies to criticism between teachers and students. It is 
forbidden to adopt the practice in which we resort to administrative means to suppress, 
discriminate against, and hit at those who hold different academic viewpoints. The 
contention among a hundred schools of thought needs no judge, and the practice of 
making the minority subordinate to the majority, or making the lower level subordinate 
to the upper level does not work here. 
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No party or government leader must intervene at will in academic disputes, still less 
support one academic point of view by administrative means while opposing another. As 
a channel for the party and government to contact and unite people with technical 
expertise, the Association for Science and Technology is duty-bound to help leaders at 
all levels implement the policy of letting a hundred schools of thought contend. Party 
committees and governments at all levels must learn how to rely on the organizations 
under the Association for Science and Technology for carrying out the relevant work. 


Science and technology in comtemporary times play a more important role in the process 
of making decisions at various levels. Therefore, in the course of making decisions, 
particularly important decisions on major scientific and technological projects, 
economic construction and, social development, we must listen to the viewpoints of 
scientists. On the other hand, scientific and technological workers should actively 
propose ways and means by acting in the manner of being master of their own affairs. 


The CPC Central Committee once clearly pointed out: "The Association for Science and 
Technology is an organization of scientific and technological workers. Its importance 
is the same as that of trade unions, CYL, women's federation,- and the federation of 
literary and art circles. In the course of achieving our four modernizations, the work 
of scientific and technological circles is of particular importance."" Over the years, 
the Association for Science and Technology has played an important role in organizing 
and unifying scientific and technological workers, promoting academic exchanges between 
China and overseas, promoting the brisk development of the work of popularizing 
scientific and technological knowledge, promoting the vigorous development of 
scientific and technological consultation services, and building the _ socialist 
spiritual and material civilizations. At present, under the new circumstances in which 
we are carrying out reforms and the Seventh 5-Year Plan, the party and people across 
the country have pinned high hopes on the Association for Science and Technology, 
hoping that the association will use the creative work to promote and develop science 
and technology, to promote the popularization of science and technology, to train and 
cultivate scientifically and technologically qualified personnel, and to unite all 
scientific and technological workers across the country. They also hope that the 
association will go all out, fully display its abilities, and carry out great plans! 


SHANDONG COUNTY MEASURES BOOST AFFORESTATION 


HKO40250 Beijing RENMIN RIBAO in Chinese 30 Jun 86 p 2 


{Report by Jiang Yuntao and He Changzheng: "Peasants in Shandong's Rushan County 
Profit From Contracting for Forestland Cultivation" ] 


[Text] In line with the actual conditions in the area, Shandong's Rushan County has 
adopted various measures to compensate peasants who contract for forestland. In this 
way, it has succeeded in solving the problem of contracting over 100,000 mu of barren 
hills and desolate beaches to peasants who refused to accept them before. 


Early last year, the leaders of the Rushan County CPC Committee and government 
discovered that 108,000 mu of the 600,000 mu of forestland throughout the country was 


still unattended. 
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The reason was that some peasants thought it more profitable to engage in other 
businesses than in afforestation projects because forestry production took a long time 
and yielded slow returns. However hard the village authorities tried to mobilize them, 
they were still unwilling to contract for the forestland. 


Through investigation, the county leaders discovered that Dagushan village in Dagushan 
township was confronted with the heavy task of planting trees on its 509 mu of hillocks 
in the spring of 1984. However, Lin Shutan and four other peasant households rushed to 
contract for the job. The reason was that, bearing the interests of the peasants in 
mind, the village cadres adopted a method of making economic compensation. Besides 
appropriately reducing the portions they should turn over to the state, the village 
authorities also assigned them 21 mu of cultivated land near the hills for diversified 
undertakings without collecting any contributions from them, because this land 
consituted their principal source of income in the immediate future. Last year, these 
households had a total income of over 4,600 yuan, averaging 920 yuan per household. 
Since their livelihood was guaranteed and since they had funds to purchase saplings, 
fertilizer, insecticides, and production tools, they were enthusiastic about tree 
planting. In 1 year they succeeded in digging more than 30,000 tree holes on barren 
hills and planted trees on more than 300 mu of land. 


The practice of Dagushan village of helping forestland contractors increase their 
income in the immediate future and of using this income to support their long-term 
undertakings inspired the leaders of the country, who popularized this experience 
throughout the country. In the course of applying this experience, the various 
localities adopted different measures in light of their own conditions. They either 
paid the contributions of the contractors with funds from village enterprises; supplied 
saplings, fertilizers, and insecticide free; or assigned some cultivated land near the 
hills, freshwater areas, orchards, or mulberry plots so that the contractors could 
increase their income through diversified undertakings. Meanwhile, the village 
authorities also supplied technical and other services. Through implementation of 
these measures, the 108,000 mu of barren hills and desolate beaches were soon 
contracted by the peasants. Of the more than 4,800 households contracting for the 
cultivation of forestland, more than 50 have moved to the mountains. They were very 
enthusiastic about tree planting. Last year, more than 12 million trees were planted 
throughout the country, topping all previous records. Of this total, 3.85 million 
trees were planted on 108,000 mu of barren hills. In the spring of this year, half a 
million more trees were planted on these barren hills. While tending the trees, quite 
a few households made full use of the forestland to develop diversified understakings. 
They fed cows and sheep with grass, planted medicinal herbs in unoccupied land, or 
raised silkworms on the hills. Last year, 82 households had an income of more than 
3,000 yuan each from forestry and diversified undertakings. 


Commentator's Article 
HKO40306 Beijing RENMIN RIBAO in Chinese 30 Jun 86 p 2 


{Commentator's article: "Supporting the Peasants in Planting Trees on Barren Hills") 


[Text] Implementing a completely relaxed policy is an essential condition for speeding 
the afforestation of barren hills. 
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It is necessary to encourage free planting on barren hills, no matter who does that or 
what measures are adopted. Even if it is operated by private individuals, it should 
not be restricted because it is also beneficial to the state and the people if the 
trees grow well. Naturally, relaxation of controls does not mean complete 
abandonment. We should not think that relaxation of controls will necessarily bring 
about invigoration and that invigoration will necessarily be a good thing, as if the 
barren hills can easily be planted with trees as soon as they are contracted or 
assigned to the peasants. The fact that more than 100,000 mu of barren hills in Rushan 
County, Shandong Province, were unattended to for a time is clear proof of this. In 
some localities, although private hills and responsibility for hills have been assigned 
to people, the hills are still barren and their outlook has not changed. This state of 
affairs deserves our close study. 


Forestry yields long-term results. It takes a long time to attain results, and the 
period of capital turnover is fairly long. If we invest 10 yuan in other departments, 
it will probably make several turnovers in 1 year; if we invest the money in forestry, 
it will probably make a turnover in 1 or several decades. That is why peasants are not 
interested in planting trees on barren hills, which need large investments and yield 
slow returns. Moreover, many of the barren hills are situated in areas in which the 
economy has been backward for a long time and in which the peasants have not 
satisfactorily resolved the problem of food and clothing. How can they have the 
necessary financial resources to invest in barren hills? In some other places, the 
barren hills are poor in soil and are some distance from the peasants' houses; 
arrangements for saplings and technical and other services needed by the peasants are 
not properly made. Under such circumstances, it is no use talking about relaxation of 
controls without taking any corresponding measures. 


Peasants should have some remuneration for investing in tree plantinga on barren 
hills. This is a justifiable demand and is a question that should be resolved 
following the relaxation of controls over barren hills. That is to say, we should 
adopt effective measures to support in various ways the peasants in planting trees on 
barren hills. This includes state support in the form of credits, allowances, etc, as 
well as various effectiveness methods of compensation as adopted by Rushan County in 
light of its actual conditions. Conditions in different places are different, and 
their methods are also different. The important thing is that leaders at all levels 
and the forestry and other relevant departments should follow the guiding idea of 
developing afforestation to make the people rich, show concern for the peasants in 
every way, and support them in planting trees on barren hills. 


BEIJING PROFESSOR ON CONCEPT OF VALUE 


HKO20617 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0933 GMT 30 Jun 86 


[Article by Guo Jiakuan, selected from ZHONGGUO QINGNIAN BAO of 27 Jun: “Reforms 
Require a New Concept of Value -- Interview With Professor Li Yining, Chairman of the 
Economic Management Department of the Beijing University"] 


[Text] Professor Li had explicit economic views and clear-cut arguments on reforms. 


"Failure in price reform would probably lead to failure in economic reform, but success 
in economic reform would not necessarily be attributed to success in price reform but 
to success in ownership system reform. 
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This is because the purpose of price reform is to create an environment suited to the 
development of the commodity economy, whereas ownership system reform involves the 
interests and responsibility of enterprises and laborers as well as the problem of 
stimulating the labor force. This is the fundamental thing to be resolved in economic 
reform. The purpose of ownership system reform is to establish enterprises assuming 
sole responsibility for their own profits and losses, that is, enterprises that can be 
held responsible for all the consequences arising from their losses. In addition, 
profits and losses should be symmetric. Bankruptcy of enterprises is an inevitably 
result of the role of the law of value in the commodity economy. For the national 
economy, it is a good rather than bad thing if enterprises go bankrupt due to improper 


management. 


"The socialist economy should first be a commodity economy and then a planned commodity 
economy. The regulative role of th market can help achieve a balance between supply 
and demand, but there are limits to this role. Therefore, it is necessary for the 
government to regulate. However, unlike in the past, we should not think that the 
government can control everything. Regulation by market mechanism is necessary because 
the strength of the government is inadequate. The government should take account of the 
regulation by market mechanism while bringing its regulative role into play. Its 
regulative role should be scientific and highly efficient. If planned management is 
subjective and unscientific, we would rather not have it; and if the government's 
regultive role is inefficient and confusing, we would rather not have it." 


"What has the development of economic reform demanded for us?" 


"The most important point is a change in the concept of value. For a long time, clan 
mentality and egalitarianism among small producers in China plus the system of 
“everybody eating from the same big pot" and “everybody having an iron rice bowl" have 
injected many wrong ideas on the concept of value into the people, naturally, including 
young people. Take the concept of employment as an example. Previously, people always 
thought that only becoming state cadres or working in state-run enterprises could be 
called real employment; it seemed a little disreputable to work in collective 
enterprises, and running individual enterprises could not be called employment. I know 
that there are shops called “shops of job-awaiting youth." This is the reflection of 
such a concept, which is quite ridiculous. Young people should establish this 
mentality: So long as one relies on this labor to obtain earnings for a living, this is 
employment. The concept of consumption should also be changed. Consumption that does 
not exceed the limits of one's income, be it consumption for high-grade commodities, 
should not be regarded as extravagance. Practicing thrift refers to the rational use of 
limited resources. Take the concept of competition as another example. People have for 
a long time taken competition as a terrible thing of capitalism. In fact, competition 
is a factor promoting progress and development. The result of consumption is either the 
improvement of both sides or the elimination of either side. The superior will win; the 
inferior will lose. The great arena for socialist economic activities should be 
provided to newly emerging enterprises that have vitality and competitiveness. Another 
example is the concept of equality. Due to the obstinate influence by the concept of 
value on traditional Chinese culture, egalitarianism in the small-peasant economy has 


been regarded as equality. 
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Without discarding this mentality, there can be no correct concept of competition, some 
people will be jealous of "those who become better off ahead of others," and 
enterprises will engage in endless arguments about unfairness in their income. All this 
will finally lead to a drop in productivity and to mass poverty. Equality under the 
socialist commodity economy should be equality of opportunities for producers, who are 
the masters of production materials, and should be distribution of income according to 
the amount of work under the condition of the current level of the productive forces. 
Now, the bankruptcy of enterprises and labor employment system reform have been put on 
the agenda. If the concept of value remains unchanged, it will be pounded by the waves 
of reforms, and we will not be able to make correct judgments on economic activities. 


"The nucleus of the concept of value on traditional Eastern culture is clam mentality 
and egalitarianism of small producers, whereas the nucleus of the concept of value of 
modern Western culture is individualism. These two are contradictory to each other. We 
will not take our choice among the two but will explore and seek a new concept of value 
suited to socialist theories and principles. This new concept of value should embody 
the following four principles: 1) Correctly handling the relationship between the 
long-term and immediate interests of laborers; 2) -correctly handling the relationship 
between interests of a small number of laborers and the entire laborers; 3) correctly 
handling the relationship between individual creative spirit and collective will; and 
4) being able to keep pace with new situations brought about by commodity economy and 
market competitions. In this sense, the change in the concept of value is a revolution 
more profound than economic structural reform." 


Before I left, Professor Li added, half jokingly: "Some of my viewpoints may be 
‘heterodox.' But these are the results of my long-term study of China's economic 
reform. Only through contention, can economics strive. Am I right?" 


RENMIN RIBAO ON MARKET OF MEANS OF PRODUCTION 


HKO20801 Beijing RENMIN RIBAO in Chinese 23 Jun 86 p 5 


[Article by Li Kaixin: "Probing the Issue of Developing the Market of the Means of 
Production" ] 


[Text] In the "Report on the Seventh 5-Year Plan," Premier Zhao Ziyang pointed out: 
During the Seventh 5-Year Period, the main contents of the reform of the economic 
structure consist of three aspects, one of which is to further develop the socialist 
commodity market and gradually perfect the market system. This requires we not only 
continue to expand the market of consumer goods but also gradually reduce the variety 
and number of the means of production under the state unified distribution and 
allocation, and continuously expand the market of the means of production. To develop 
the market of the means of production has become the major task of the reform of the 
structure of the material and equipment administration. How is the actual situation in 
the development of the market of the means of production? What problems should be 
solved in order to further develop the market of the means of production? This article 
will probe these questions. 


How To Look at the Development of the Market of the Means of Production 


To maintain a good balance between supply and demand is of vital importance to the 
development of a planned market of the means of production and the perfection of the 


market system. 
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If the supply of various kinds of materials always falls short of demand or there is 
always a short supply of goods, it will be difficult to build a really open and unified 
market of the means of production. The open and unified market mentioned here should be 
a market in which the goods in circulation are not distributed by the administrative 
departments but are freely traded; that is, a market free from administrative 


compartmentaliation. 


Since last year, the state has adopted a series of forceful measures in order to 
resolve the problem of the total social demand exceeding the total social supply; the 
open market of some important goods has gradually developed. However, at present, the 
total social demand still exceeds the total social supply and the supply of many goods 
still falls short of the demand. This situation has affected the development of the 
market of the means of production. In order to prevent huge economic losses and 
extensive social repercussions, it is quite correct to adopt the method of gradually 
easing up the contradictions and fulfilling the task of realizing the overall balance 
between supply and demand within this year and next year. Therefore, all sides should 
make concerted efforts, strengthen and improve the Macroeconomic control, try to 
realize the total balance between the supply and demand of various important goods, and 
create a good environment for the development of the market of the means of production. 


Generally speaking, the total social balance between supply and demand determines the 
balance between various kinds of goods. However, because of a large variety of means of 
production and because of the situation concerning the supply and demand of different 
means of production in different, when the total social demand still exceeds the total 
social supply as far as some important materials and equipment are concerned, to adopt 
the method of broadening sources of income and reducing expenditure will also probably 
help to realize the balance between supply and demand and benefit the market 
development. Here, I will discuss the situation regarding the market of timber, the 
market of coal, and the market of steel products respectively. 


Before 1980, there was more demand for timber than for any other good in our country. 
Since 1981, through increasing import, stressing the sparing use of substitutes, 
carrying out comprehensive utilization, properly relaxing the policy towards forest 
regions of selling one's products through one's own channels, readjusting and relaxing 
control on timber prices (raising the prices of timber under the state unified 
distribution scheme and relaxing control on the prices of timber outside the state 
unified distribution scheme), and properly arranging the resources put into the market, 
the timber market has remained relatively stable. Even in 1984 and 1985, when the total 
social demand got out of control, there were no big fluctuations in the timber market. 
Timber prices remained basically stable. Customers could buy timber at the market price 
at any time and could choose the kind of timber they wanted. Because this type of open 
market has existed for several years, the role of market mechanism has gradually been 
brought into play so that the structure of social stock has gradually been 
rationalized. In 1985, the stock volume of the production units, the capital 
construction units, and the supply institutions decreased while the stock volume of the 
production units, capital construction units, and supply institutions in the total 
social stock volume dropped from 54.9 percent o 50.8 percent while the proportion of 
the stock volume of the goods and markets departments in the total social stock volume 
increased from 22.2 percent to 24.9 percent in December 1985. 
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This situation was extremely conducive to invigorating the circulation of timber, 
guaranteeing the supply, and stabilizing the market. 


Before 1983, there had been a short supply of coal in our country. Over the past 2 
years, we have readjusted the prices of coal under the state unified distribution 
scheme; implemented the contract system covering output, profits, losses; and 
investment in coalmines under the state unified distribution system; raised the prices 
and put negotiated prices on the above-quota coal in different proportions; relaxed 
control on the prices of coal produced by local mines; raised the transportation fees; 
properly arranged the planned railroad transportation and raised the prices of the 
railroad transportation outside the plan; made appropriate arrangements for highway 
transportation; and increased the coal production and can transportation volume. As a 
result, we have achieved marked results in economizing on coal. Since the second half 
of 1984, the coal supply to the coal-consuming areas has been greatly relaxed and the 
market coal prices have dropped so that the consumers now have more choices in choosing 
the variety and quality of coal as well as the coal-supplying areas. This is conducive 
to improving the product quality of the coalmines, improving the services of the coal 
operators, and rationalizing the flow of coal. 


As far as steel products are concerned, in 1984 and 1985 when the macroscopic control 
of the national economy got out of control, there was a growing demand for steel 
products and the prices of the steel products rocketed, so it was really difficult for 
us to form an open market at that time. Now the situation is different. Because the 
macroeconomic control measures adopted by the state have achieved good results, the 
growing demand for steel products has been controlled. Under such circumstances, is it 
possible for us to try to open up an open and unified market for steel products as we 
have done for timber and coal? I think that it is possible if we have correct 
guidance, and we should try our best to do it. The rise of the prices of steel 
products for construction use stopped in the second half of last year, and the prices 
began to drop. Taking wire rod for example, although the situation differs from region 
to region, as far as the whole country is concerned, generally speaking, the price per 
on of wire road has dropped from 1,900 yuan in May and June of last year to 1,600 yuan 
at present. Presently, some of the steel products for production use are still in 
short supply, and the rise of prices of these steel products has not yet completely 
stopped. The easing up of the supply of steel products for construction use will push 
forward with the readjustment of the variety of imported steel products for production 
use and the variety of imported steel products so as to increase the supply of steel 
products for production use. Along with the continued improvement of the state's 
macroeconomic administration, it is hoped that the entire situation regarding the 
supply of steel products will be improved. However, at present, the prices of steel 
products are still very high. This situation is determined by the current relationship 
between supply and demand. If we cannot realize the balance between supply and demand 
by reducing demand and increasing supply, we should recognize the current market 
prices, the material and equipment enterprises should activity carry out the buying and 
selling activities according to the market prices at this level, and the steel products 
put into the market by the state should also be sold at this price. 
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Temporarily maintaining the “high prices" that have emerged in the market will be 
conducive to stimulating production, restricting consumption, and maintaining balance. 
Along with the further reduction of demand and further increase of supply, the 
excessively high prices of steel products will naturally drop. If we are able to form 
an open market for steel products, we will be able to promote the rational utilization 
of the social stock of steel products so that the problem which has failed to be 
resolved through administrative methods will probably be resolved through market 
mechanism. According to the latest statistics, by the end of March of this year, the 
total social stock of steel products reached 25.8 million toms, an increase of 4.02 
million tons compared with that in the corresponding period of last year. There is 
great potential here. If we have a market in which steel products can be bought and 
sold at any time, the prices of steel products are relatively stable, customers can 
sell steel products they do not use for the time being, and the market prices will 
gradually drop, customers will certainly be encouraged to reduce their stock so that 
the supply of steel products will increase. 


The market of steel products involves a lot of fields and has a great influence on the 
national economy, so all sides are very concerned about the market of steel products. 
If we can open up a mew prospect in the development of the market of steel products, we 
will greatly push forward with the development of the entire market of the means of 
production. 


We should strengthen our guidance over various other materials and goods according to 
their respectire situations and continue to perfect the open markets that have already 
been formed. je should also create conditions to form open markets for materials and 
goods that do not have open markets, and try to establish open markets for these 
materials and goods as soon as possible. The experiences we have gained in the 
development of the timber market and coal market can be referred to in this respect. 


To Correctly Implement the “Double-Track” Prices 


The key to the development of the market of the means of production lies in smoothing 
out the prices of the means of production. In 1985, we relaxed the prices of the means 
of production outside the planned distribution and allocation and implemented the 
"“double-track" price system, which allowed the coexistence of both the prices set 
according to the state plan and those outside the plan, which was not only an important 
experiment in our price reform but also a major step forward in our development of the 
market of the means of production, thus greatly pushing forward development of the 
market of the means of production. Relaxation of the prices of the means of production 
outside the plan has stimulated the production of the means of production to a certain 
degree and increased the production and supply of the materials whose demand exceeds 
supply. However, at that time, because the state's macroeconomic control went out of 
control, the prices of some important materials and goods skyrocketed, and we also 
lacked some specific measures of mar\et control and price control, there once existed a 
temporary ‘isorder. Recently, the leading comrade of the State Council explicitly 
pointed out that it is imperative to stick to the “double-track" prices. We should 
implement the state-set prices for the materials distributed according to the mandatory 
state plan and the state-guidance prices for the important materials allowed for the 
enterprises to sell by themselves. We must strictly implement these two principles in 
our price administration. 


I. 7 Jul 86 K 19 CHINA 
PRC NATIONAL AFFAIRS 


On what basis do we set the guidance prices? [| think that guidance prices should be 
set according to the situation of supply and demand. Specifically speaking, guidance 
prices should be set according to the actual market prices and the changes that will 
probably take place in supply and demand in the future. When setting guidance prices, 
we should pay attention to gradually lowering the excessively high prices through state 
guidance, and should not set the prices too low as a result of our own subjective 
desire and ignorance of the actual situation. For example, we once rigidly laid down 
such a rule that the prices of steel products sold by enterprises through their own 
channels should not exceed the prices of the steel products under the state 
distribution and allocation by 20 percent. As a result, the rule not only failed to 
work but also produced disastrous results. [t fimally had to be abolished. The state 
guidance prices should not be unalterable, but should be readjusted at any time 
according to the situation of supply and demand in the market and the needs for guiding 
production and consumption. 


Who should be responsible for the formulation and readjustment of the state guidance 
prices? I agree to publicizing the method of some cities in which the price 
department, the material and goods department. the adminstrative department of industry 
and commerce, and some other relevant units organize small groups to take 
responsibility for formulating and readjusting state guidance prices. The relevant 
units at the provincial and central levels should also form small groups to give 
guidance and carry out administration. 


Shijiazhuang City has implemented the method of setting the same prices for materials 
both under ths State plam and outside the state plan. This has great significance in 
overcoming the maladies of the "“double-track" prices and invigorating circulation. 
While implementing the method, we should pay attention to be resolving the problems of 
price disparities and hot holding too many funds of the customers. Shashi City and 
Hangzhou City's recent experiences in realizing the balance of price disparities within 
1 day should be studied and publicized. 


Implementation of the “double-track" prices is the necessary transition in the overall 
reform of the structure of the prices of the means of production. We must practically 
solve the problem of the disparity of the prices of the means of production and 
overcome the maladies of the “double-track" prices. We should in a planned way greatly 
readjust the state-set prices of materials and goods under the state distribution and 
allocation plan so as to narrow the gap between the two kinds of prices of the means of 
production in the “double-track”™ price system. 


To Strengthen Administration of the Market of the Means of Production 


In order to strengthen administration of the market of the means of production, we need 
to study and solve some existing problems. 


l. The question concerning the right for the wholesale and management of the important 
means of production. The State Council has already issued clear-cut instructions that 
the wholesale of all greatly-needed and durable consumer goods and important means of 
production should be strictly controlled by the state commerce, the state material and 
goods department, and the state production enterprises. This State Council instruction 
must be implemented to the letter. 
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Over the past 2 years, the situation of reselling the means of production at a profit 
has become very serious, which has been closely linked with the fact that some units 
and individuals have acquired the "legal" management right which they should not have 
had. Sice we are now checking up and rectifying the companies, it is necessary for us 
to make specific regulations concerning the whole sale right and the management right. 


2. The question of how the material and goods department should really play the role 
of handling, coordinating, and controlling prices in the process of the development of 
the market of the means of production. The proposal put forward by the CPC Central 
Committee on formulating the Seventh 5-Year Plan pointed out: "The industrial and 
commercial enterprises, the material supply and marketing departments, and the supply 
and marketing cooperatives under the ownership by the whole people must master the 
necessary material and economic methods, actively take part in market coordination, and 
play the role of handling, coordinating, and controlling prices. This is the necessary 
condition guaranteeing the smooth progress of the price reform and an important 
characteristic of the planned commodity economy." Obviously, on the market of the 
means of production, the main responsibility of handling, coordinating, and controlling 
prices is assumed by the material and goods department. However, restricted by the 
methods, in fact, the material enterprises have not been able to fully play the role of 
handling, coordianting, and controlling prices. On the contrary, in order to protect 
their own “economic interests," sometimes, the material enterprises even play a counter 
coordination role on the market. Solving this problem will be of vital importance to 
the normal development of the market of the means of production. In order to solve 
this problem, we should make relevant policies, charge the material departments with 
responsibilities, and provide them with the necessary economic methods. 


3. To strengthen the guidance and support to the material trading centers. The 
material trading centers are different from the ordinary material companies, supply 
stations, retail departments, and so on. The material trading centers should be the 
legal spots where the production enterprises, material enterprises, and customers talk 
about big business and make big business deals concerning materials. The material 
trading centers are also the important organizational form of the state administration 
of the market of the means of production. At present, since the material trading 
centers are expanding rapidly in number, we need to make a unified plan to unify our 
understanding and strengthen our guidance. In order to promote development of the 
trading centers, the state should stipulate that the important means of production that 
the enterprises are allowed to sell through their own channels should be sold in the 
material trading centers, which will not only help to maintain the decision-making 
power of the enterprises but also make things convenient for the state to exercise 
supervision and administration over the enterprises’ selling the important means of 
production through their own channels. The state should also stipulate that materials 
put onto the market by the state should be sold in public at the market prices in the 
trading centers so as to prevent the materials put onto the market from being brought 
into distribution again and ensure that the materials are really put onto the market. 
Only in this way can we coordinate the supply and demand on the market and control the 


prices. 


4. To strengthen the exchange and administration of information about the market of 
the means of production. 
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At present, the material departments, production departments, and information units 
have begun to pay attention to market information so that the information exchanges 
have obviously been increased. This situation has had a positive impact on guiding the 
production and consumption and developing the market of the means of production. So, 
this situation is good. Therefore, the material departments should strengthen the 
administration and guidance on the information exchanges, especially the publicly 
published information, while continuing to carry out the exchange of information about 
the market of the means of production. The information exchanged must be accurate and 
timely and must help to guide and stabilize the market. The work of strengthening the 
exchange and administration of the information about the market of the means of 
production is new, so we need to conscientiously explore and sum up experiences in our 
actual work and try to raise the standard of our information work. 


LEADERS ADDRESS ADVISORY COMMISSIONS CADRES 


OW060528 Beijing XINHUA Domestic Service in Chinese 1310 GMT 5 Jul 86 


[By RENMIN RIBAO reporter Wu Xuelin and XINHUA reporter Zhan Xiang] 


[Excerpts] Beijing, 5 Jul (XINHUA) -- Participants in a forum of chairmen of all 
provincial, municipal, and autonomous regional advisory commissions -- convened by the 
Central Advisory Commission -- pledged to do everything they can to help newly promoted 
cadres. 


The meeting was held at Zhongnanhai in Beijing from 30 June through 4 July. Wang Zhen, 
vice chairman of the Central Advisory Commission, presided over the meeting, which was 
attended by members of the commission's Standing Committee, leaders of 29 such 
commissions at the provincial, municipal, and autonomous regional levels and advisory 
commissions in 6 cities -- namely Guangzhou, Nanjing, Wuhan, Chongqing, Xian, and 
Shenyang -- and officials from the CPC Committee of Special Organizations under the 
Central Advisory Commission. 


Bo Yibo, vice chairman of the Central Advisory Commission, made an important speech 
concerning the work of advisory commissions at the meeting. He set three demands: 
First, actively support newly promoted officials; second, step up the study of theory 
and policies and attach great importance to investigations; and third, make proper 
arrangements for the life of advisory commission members in their late years and show 
concern for the work of retired cadres. Participants agreed that these demands are 
practical, and they pledged to further improve the work of advisory commissions. 


During the 5-day forum, veteran cadres freely aired their views. 


Song Renqiong, vice chairman of the Central Advisory Commission, made a summing-up 
speech at the closing of the forum. He said that the forum was successful, and that 
participants achieved good results in exchanging work experience. He also set the 
major guidelines concerning the strengthening of leadership by party committees over 
advisory commissions, the work of advisory coamissions, and improvement of their 
organization and coordination. 
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LIANG BUTING INSPECTS LIAOCHENG AREA IN SHANDONG 


SKO20312 Jinan Shandong Provincial Service in Mandarin 2200 GMT 1 Jul 86 


{Text] From 27 to 30 June. Liang Buting, secretary of the provincial CPC Committee, 
made an inspection tour in Liaocheng Prefecture. During his tour, he urged Liaocheng 
Prefecture to enliven its economy and pointed out that the key to invigorating the 
economy lies in successfully bringing into play the strong point of local areas, basing 
its work on developing the first industry, making all-out efforts to develop the second 
and tertiary industries in rural areas, and carrying out in-depth processing of the 
farm and sideline products. Efforts should be made to concentrate on increasing the 
processed-output value at all levels and among every industry and trade and on 
increasing economic results as well. 


During his tour, Comrade Liang Buting heard the report given by the responsible comrade 
of the Liaocheng Prefectural CPC Committee and inspected a number of plants and 
enterprises and the enterprises run by villages and jointly run by households. He also 
inspected the forestry production situation in Guan County and held a forum with the 
cadres from (Liucun) village and the grass-roots level units in the county. 


At the forum he delivered a speech on dealing with the problems concerned, in which he 
pointed out that the work done by Liaocheng Prefecture was good and the prefecture's 
overall arrangement for economic development and its guiding ideology of economic work 
were clear and definite. We hope that efforts should be made to grasp the arrangement 
and guiding ideology in every link. In his speech Comrade Liang Buting pointed out: 
The four prefectures in northwestern Shandong are in the same category. As for the 
issue of how to accelerate the pace of developing these prefecures, the provincial CPC 
Committee will convene an on-the-spot administrative meeting in the latter half of this 
year in line with the data collected through investigation and studies. Attention will 
be paid to studying the characteristics and strong point of Liaocheng Prefecture which 
is endowed with the large land and the abundant water source of the Huang He. The 
output of its farm and sideline products has occupied an important position in the 
province. 


Cotton production is the strong point of the prefecture; therefore, it should make 
all-out efforts co carry out in-depth processing of the cotton and cotton by-products. 
First of all, the prefecture should increase undertakings of grain, cotton, oil-bearing 
seeds, vegetables, forestry, fruits, fishery, and animal husbandry so we can provide 
plenty raw materials for the processing industries. Now, many peasants have directly 
sold their raw materials that have yielded low economic returns and never been able to 
meet the need of consumers. Thus, efforts should be made to encourage peasants to 
develop their production structure with single sale outlet into one with multiple sale 
outlets and to vigorously carry out the in-depth processing of farm and sideline 
products. The processing in this regard should be geared to the need of urban areas 
and markets so as to unclog the channel of circulation and to promote the integration 
between urban and rural areas. 


Attends Party Members Forum 
SKO10413 Jinan Shandong Provincial Service in Mandarin 2200 GMT 30 Jun 86 
[Text] On the eve of 1 July, Liang Buting, secretary of the provincial CPC Committee, 
held a forum of some veteran party members and cadres and the responsible comrades of 


the Liaocheng Prefectural CPC Committee and its administrative office in Liaocheng to 
mark the birthday of the party. 
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In the forum, Comrade Liang Buting said: During my visit here, I have heard some 
reports and visited some localities and units. Generally, I feel that the situation in 
Liaocheng is excellent and the work achievements are great. Liaocheng is an old 
revolutionary base with a comparatively great number of veteran party members and 
cadres. Some of them are working in other provinces and in the central organs. This 
is an honor for Liaocheng Prefecture. Our party has many glorious traditions. We 
should keep and promote these traditions. 


Comrade Liang Buting pointed out: Comrades working on the first line should respect 
veteran comrades. Respecting veteran comrades means respecting traditions, history, 
and experiences. Those veteran comrades who have retreated to the second and third 
lines should defend the comrades working on the first line. Defending comrades working 
on the first line means safeguarding the overall situation, stability, and unity. Both 
the new and veteran comrades should work as one, trust one another, and exert concerted 
efforts to do their work well. 


LIANG BUTING ATTENDS FILM RECEPTION ON PARTY'S FOUNDING 


SKO10542 Jinan Shandong Provincial Service in Mandarin 2200 GMT 30 Jun 86 


[Text] In a speech given at a film reception sponsored by Dezhou Prefecture and Dezhou 
City to celebrate the 65th party founding anniversary, Liang Buting pointed out: Among 
the party members and cadres, we should promote the practice of giving consideration to 
the overall situation, paying attention to unity, and observing discipline while 
developing a political atmosphere of harmony, relaxation, mutual understanding, and 
friendship in the course of handling the relations in and outside the party and in 
various fields in an effort to mobilize all positive factors and to concentrate 
energies on advancing the four modernizations drive. 


On the evening of 30 Jume, the Dezhou prefectural and city party, government, and Army 
organs held a film reception to celebrate the 65th party founding anniversary. Comrade 
Liang Buting, secretary of the provincial CPC Committee, who was on an inspection tour 
to Dezhou Prefecture to give werk guidance, attended the film reception and cordially 
met and talked with the responsible comrades of the Dezhou Prefectural and Dezhou City 
party, government, and Army organs, and the party members and cadres of organs. 


On behalf of the provincial CPC Committee, he first extended festive greetings to the 
party organizations at all levels and to all party members and cadres in Dezhou 
Prefecture. He then gave a summary of the difficulties and setbacks of the party and 
its great success in winning over enemies in and outside the country and the party, 
particularly the great success in restoring order out of chaos and the tradition of 
seeking truth from facts since the smashing of the gang of four and the 3d Plenary 
Session of the llth CPC Central Committee, in conscientiously implementing policies and 
fruitfully solving the leftover major historical problems, and in implementing the 
party's policies on reform, opening to the outside world, and invigorating the 
economy. He said: At present, we have favorable conditions. We are now encountering 
a new situation and new tasks. The township-level party rectification has concluded 
and the village-level party rectification is about to begin. We should set forth new 
demands on the party construction and the party life. 


He expressed hope that the party organizations at all levels will act in line with the 
new demands and achieve new success. 
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LIANG BUTING WRITES PREFACE TO PARTY HISTORY BOOK 


SKO10443 Jinan Shandong Provincial Service in Mandarin 2200 GMT 30 Jun 86 


{Report on the preface written by Liang Buting, secretary of the provincial CPC 
Committee, to the book chronicling events of the provincial CPC history entitled "A 


Most Significant Gift"'] 


[Text] On the occasion of the 65th anniversary of the CPC's founding, the book 
chronicling events of the Shandong Provincial CPC history has been formally published. 
This is a most significant gift presented on the occasion of the party's birthday by 
the broad masses of party members and the people throughout the province. The book 
records in broad outline the outstanding achievements of the revolutionary struggle 
during various periods between the founding of the CPC and the founding of the PRC by 
the party organizations in Shandong Province. The book also records the fighting style 
and features displayed by the Communist Party members in Shandong Province, who have 
advanced wave upon wave, unafraid of sacrifice, and have been heroic in making progress. 


The publication of the book represents joy in the political life of the party 
Organizations and the people throughout the province. Over several decades, the party 
organizations and the broad masses of party members have scored heroic, moving, tragic, 
and glorious achievements by leading masses to wage arduous and brave struggles, and 
have authored a stirring chapter of the party history. During the long years of 
revolutionary struggles, the party organizations and the people throughout Shandong 
Province have made marked contributions and great sacrifices. A large number of 
outstanding Communist Party members and people with lofty ideals died on the 
battlefields and many sons and daughters of the Chinese people fell under the enemies’ 
sword. According to incomplete statistics, the number of martyrs whose names have been 
enlisted into the provincial party history reaches more than 220,000 and the number of 
nameless martyrs is uncountable. Those revolutionary martyrs long engaged in 
underground activities and their blood and corpses have enriched the fertile land of 
Shandong. Those martyrs, whether they have been enlisted into the provincial party 
history or not, are the heroes and elite of the party and the Chinese nationality. The 
spirit they have displayed will last forever and their names and achievements will be 
engraved on the bones and etched in the hearts of this and coming generations, and will 
be remembered by us forever. 


Compiling the party history by following the principle of seeking truth from facts has 
a wider and more far-reaching significance. The chronicle of events is the skeleton 
and orderly and systematic arrangement of the provincial party history; the precious 
property of socialist spiritual civilization; and the teaching materials of education 
in the revolutionary tradition, worthy to be read by party and government cadres and 
the broad masses of party members, by the vast number of the people, and even by 
juveniles. Reading the chronicle of events, we may obtain knowledge from it and draw 
lessons from it so as to inherit and develop the glorious tradition created by 
revolutionaries of the older generation, to work or study hard under the new 
circumstance with the drive to conduct reforms and the policy of opening to the outside 
world, and to pioneer wider roads of advancement to strive to develop economic 
undertakings in the province and fulfill the party's general target and tasks. 


The book chronicling events of the provincial party history, which will soon be 
published, consists of more than 200,000 words. 
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HENAN SECRETARY LEADS DELEGATION TO SHANGHAI 


OW0O10344 Shanghai City Service in Mandarin 0000 GMT 29 Jun 86 


[Text] The Henan provincial study-observation delegation to Jiangsu, Zhejiang, and 
Shanghai, led by Yang Xizong, secretary of the Henan Provincial CPC Committee, and Hu 
Tiyun, vice governor of Henan, arrived in Shanghai yesterday morning. 


Jiang Zemin, mayor of Shanghai; Huang Ju, deputy secretary of the Shanghai Municipal 
CPC Committee; Hu Lijiao, chairman of the Standing Committee of the Shanghai Municipal 
Peoples Congress; and Li Zhaoji, vice mayor of Shanghai, met and had cordial talks with 


the delegation. 


Yang Xizong, secretary of the Henan Provincial CPC Committee, said: While in Shanghai, 
the Henan provincial study-observation delegation chiefly wishes to learn from 
Shanghai's economic restructure, urban economic management, and experience in economic 
construction and to strengthen the lateral economic ties between Henan and Shanghai. 


Mayor Jiang Zemin warmly welcomed the delegation's arrival in Shanghai and expressed 
the wish that Secretary Yang Xizong tell generously about his experience in managing 
the province and cities. 


The Henan delegation will visit some large construction projects here and hold 
pertinent talks with Shanghai's departments concerned. 


SHANGHAI STATE-OWNED ENTERPRISES TO EXPAND 


0W231556 Beijing XINHUA in English 1420 GMT 23 Jun 86 


[Text] Shanghai, June 23 (XINHUA) -- State-owned enterprises in Shanghai, China's 
largest industrial city, will expand their production in the next five years by 
improving their economic results and accumulating funds for technical transformation 
rather than by depending on state investment. 


The Shanghai No 5 iron and steel plant, one of the 90 enterprises with annual output 
value exceeding 100 million yuan, plans to accumulate 400 million yuan for 20 key 
technical transformation items during the 1986-90 period, in order to increase its 
output value by 600 million yuan. 


The special steel plant, among the first batch of enterprises that carried out reforms 
of the economic system, produced a total output value of 860 million yuan last year. 
During the 1981-85 period, the plant completed more than 300 technical transformation 
items, which brought a 19 percent increase in output value and a 76 percent increase in 
profit compared with the previous five years. 


About 90 percent of the investment for the transformation of outdated equipment came 
from funds accumulated by the plant, said Hou Shuting, its director. The steel plant, 
like other important enterprises, lacked initiative and vigor in their development 
owing to the strict control of their operations by the central government. 
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Thanks to the reforms of the past few years, the decision-making power of enterprises 
has gradually been increased, and there have been initial changes in such practices as 
unified state purchasing and marketing, unified receiving and allocating of funds by 
the state and "eating out of the same big pot". These changes have served to 
invigorate enterprises and at the same time put more responsibilities on them. 


According to Premier Zhao Ziyang's report on the country's Seventh Five-Year Plan, 
enterprises especially big and medium-sized ones, “should be turned into relatively 
independent economic entities, into socialist commodity manufacturers and dealers 
having full authority for management and full responsibility for their own profits and 
losses" in the next five years. Initial reforms that have been carried out included 
adopting a taxation system instead of demanding that enterprises turn over all their 
profits, allowing enterprises to retain more money from increased profits, delegating 
more decision-making power to the managers and linking the interests of the state, 
enterprise and individual employee together through various forms of the economic 
responsibility system. 


"The enterprises have come to realize that the better economic results they achieve, 
the more profits they make and the more quickly they can expand their production," said 
Xia Zhenfan, an official of the city's economic management committee. However, too 
much control and interference from the government administration are still the main 
headaches for many state-owned enterprises. The No 5 iron and steel plant, for 
instance, produces some 1.2 million tons of steel and 500,000 tons of special steel a 
year, but it can only sell 6,000 tons by itself. 


Measures have been taken to solve the problem. The city's shipbuilding industry has 
been given more autonomy in production over the past few years, including signing 
contracts directly with foreign companies, in light of the need to meet the competition 
in the international market. Managers and directors who hope that the new economic 
mechanism will bring vitality to their enterprises are also aware of the danger they 
may face. They can not turn a deaf ear to Premier Zhao's warning that enterprises 
which incur losses owing to mismanagement will be reshuffled or closed down by 1990. 
"The situation will force those responsible to pay more attention to management and 
economic results", said Shi Dingxiang, director of the Shanghai No 12 cotton mill. The 
enterprise, which has 120,000 spindles and over 1,000 looms, won last year's national 
management prize for its efforts to develop new products, improve their quality, reduce 
costs and increase profits. 


SHANGHAI MAYOR ADDRESSES COMMENDATION MEETING 


0W011205 Shanghai City Service in Mandarin 0000 GMT 1 Jul 86 


[Excerpts] On the afternoon of 30 June, outstanding communists and representatives of 
advanced party branches from all fronts in Shanghai joined leaders of all municipal 
departments, commissions, offices, districts, counties, and bureaus and veteran 
comrades who had been admitted to the party before the war of resistance against Japan 
and tested during the course of protracted revolutionary struggle in a gathering at the 
(Huji) Workers Theater to commemorate the 65th founding anniversary of the CPC and 
commend outstanding communists and advanced party branches of the municipality. 
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Leading comrades of the municipal CPC Committee attending the meeting were Jiang Zemin, 
Huang Ju, Chen Tiedi, Sun Guizhang, Zhang Dinghong, Zeng Qinghong, Mao Jingquan, and 
Shi Zhusan. Huang Ju, deputy secretary of the municipal CPC Committee, presided over 
the meeting. 


After Comrade Zhao Qizheng, deputy director of the Organization Department of the 
municipal CPC Committee, briefed the meeting on the process of selecting’ the 
outstanding communists and advanced party branches, he read a decision of the municipal 
CPC Committee conferring the title of outstanding communist on (Guo Xiaoda) and 12 
other comrades, and of advanced party branch on the general party branch of the 
(Fuxing) special train crew under the Shanghai train station and 9 other party branches. 


Jiang Zemin, deputy secretary of the Shanghai Municipal CPC Committee, made a speech at 
the meeting, entitled "Carry Out Reform and Exploration in the Course of Advance, 
Compete With One Another in Being the Vanguard of Our Times." 


{Begin Jiang recording] On behalf of the Shanghai Municipal CPC Committee, I extend my 
warm congratulations and tribute to the outstanding communists and the representatives 
of the advanced party branches commended today. Thank you, comrades, for playing your 
exemplary role as communists in unifying and leading the masses and advancing together 
with them, thereby adding more glory to our party's banner and contributing to the 
revitalization of Shanghai and the prosperity of the motherland. 


The ongoing reform is a penetrating transformation and the only way to accomplish the 
modernization program and reinvigorate the Chinese nation. Shanghai should be a 
pace-setter in urban economic structural reform. In developing Shanghai's economy, it 
is necessary to persistently carry out reform; this is a binding duty as well as a 
severe test for all communists. All communists should stand at the forefront of reform 


and be vanguards of reform. 
In carrying out reform and exploration in the course of advance for the party's great 
cause, the motherland's' prosperity, the people's happiness, and Shanghai's 


revitalization, let us compete with one another to be the vanguards of our time and 
lead the masses of people in winning new victories! [end recording] 


The meeting closed amidst the majestic strains of the Internationale. 


ZHEJIANG MILITIA PUT UNDER LOCAL GOVERNMENTS 


OW011403 Hangzhou Zhejiang Provincial Service in Mandarin 0300 GMT 1 Jul 86 


[Text] As of 30 June, the work of transfering People's Armed Forces departments to the 
jurisdiction of local governments had been completed in 89 countries, cities, and 
districts in Zhejiang. In the process of transfer; PLA units and local governments 
showed support and understanding for each other and took prompt action to solve 


practical problems. 


Wang Fang, secretary of the provincial CPC Committee, who heads the provincial leading 
group of transferring People's Armed Forces departments, time and again presided at 
meetings to study and map out arrangements for the transfer. Local party and government 
leaders at various levels and departments concerned took the initiative to solve 
school, employment, and other problems for 352 families of People's Armed Forces 


department cadres. 
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To improve the quality of militiu organizations, a total of 2.2 million yuan funds were 
appropriated for rebuilding or expanding office buildings dormitories, and militia 
armories and building supplementary facilities for militia training bases. The 
provincial military district, military subdistricts, and People's Armed Forces 
departments set strict demands in selecting cadres for People's Armed Forces 
departments. 


XIAMEN SEZ DEVELOPS TIES WITH OTHER AREAS 


OW031144 Beijing XINHUA in English 1130 GMT 3 Jul 86 


[Text] Fuzhou, July 3 (XINHUA) -- Local governments and enterprises throughout China 
are participating in 576 joint ventures in the Special Economic Zone in the port city 
of Xiamen, in Fujian Province on China's coast. 


The domestic investment has come as the zone continues to attract foreign investment 
and increase China's international trade, a local official said today. 


Xiamen is one of four special economic zones set up by the Chinese Government in 1980 
to attract foreign investment and import advanced technology and management as well as 
expand exports. Since the founding of the Special Economic Zone in 1980, 107 
Sino-foreign joint ventures, co-management enterprises and entirely foreign-backed 
businesses have begun operations in Xiamen. 


Some of the joint projects with agencies within China involve direct investment, some 
involve manufacturing in Xiamen of some parts of goods assembled elsewhere, and some 
involve agreements for sharing of technological information. The cooperation has 
brought managers and technicians from throughout China to the zone, helping to reduce 
personnel shortages. 


Agreements with domestic agencies have also fueled Xiamen's construction boom. About 
68 percent of the city's construction work is done by 63,000 workers who have come 
there from other parts of China. 


The cooperation has also helped Xiamen retool its existing enterprises and has provided 
the port with manufactured goods and farm produce from elsewhere in China. Other parts 
of China have also benefited from the cooperation, the official said. For example, 
technicians from other provinces have learned overseas technological and market 
information through contacts with foreign businessmen in Xiamen. Some provinces have 
been able to expand exports through contacts made at the port. 
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LIN RUO AT GUANGDONG CPC ANNIVERSARY PARTY 


HKO20503 Guangzhou Guangdong Provincial Service in Mandarin 0300 GMT 1 Jul 86 


[Excerpts] The Organization Department and veteran cadre bureau of the provincial CPC 
Committee held a literature and art soiree last night to ceremoniously mark the 65th 
anniversary of the founding of the CPC. 


At the soiree, veteran comrades of the literature and art study association of the 
provincial veteran cadre activity center took the stage for successive performances. 


Last night, responsible comrades of the provincial CPC Committee, provincial Advisory 
Commission, provincial People's Congress, provincial government, and provincial CPPCC 
Committee, including Lin Ruo, Xie Fei, Wang Ning, Li Jianman, Xue Yan, Yang Deyuan, and 
Yang Yingbin, also attended. 


GUANGDONG, FOREIGN INVESTMENT, TECHNOLOGY PROBLEMS DETAILED 


HKO11249 Guangzhou KAIFANG in Chinese No 5, 8 May 86 pp 11-13 


[Article by Yang Dezhong of the provincial Foreign Economic Relations Commission: 
"Take Advantage of Guangdong's Strong Points, Make Effective Use of Foreign Investment 
-- A Discussion on Guangdong's Basic Experiences in Using Foreign Investment" -- 
capitalized passages published in boldface] 


[Text] Between 1979 and the end of 1985, Guangdong signed over 60,000 foreign 
investment and technology import contracts. It actually used over $2.6 billion in 
foreign investment, including more than $2.5 billion in direct investment from foreign 
businessmen. Guangdong set up and started more than 3,000 enterprises and projects 
that used foreign investment. Its achievements thus rank first in China. We have 
gained experiences and learned lessons after years of practical work. From the 
province as a whole, the most fundamental experience we have gained is that we should 
correctly understand and take advantage of the province's strong points. 


Guangdong has two strong points in using foreign investment: First, it has favorable 
natural and historical conditions; and second, it has policy advantages. Located next 
to the South China Sea, Guangdong has a mild climate and an abundant supply of 
agricultural products. Its industry and agriculture are considerable developed. 
Adjacent to Hong Kong and Macao, it is home to numerous nationals residing abroad. 
Also, its transport services to other parts of the province and other parts of China 
are convenient. It has long been an important trade port of China. Together with 
special and flexible measures, all these favorable natural, geographical, and 
historical conditions have put Guangdong's foreign economic activities in a very 
favorable position. 


Under these circumstances, the strong points of various localities, departments, and 
trades therefore become the province's manifold, multilayer and diversified strong 
points. As they interrelate and interact with each other, these strong points share 
the same problems regarding weak points and they change from being one to being the 
other under certain conditions. In order to fully use various strong points, under the 
leadership of dialectical materialist ideology, we must seriously conduct in-depth and 
scientific research and planning. Guangdong has developed the work of using foreign 
investment and importing technology in an uneven way. Results vary greatly from place 
to place. This is a major reason for understanding, in a dialectical way, our own 
strong points. 


I. 7 Jul 86 P 2 PRC REGIONAL AFFAIRS 
CZNTRAL—SOUTH REGION 


In order to correctly understand the strong points, we must proceed from the overall 
situation. Some local strong points are good in a certain area but do not work when 
applied to the overall situation. Some strong points are shared by many localities. But 
if we exploit these local strong points, we may not help or could even hinder other 
localities in developing their own strong points. Therefore, we must examine and 
integrate local strong points with the overall strong points. Only those that will 
benefit the overall situation (or at least will not harm the overall situation) and 
localities or will not harm other localities’ strong points can be taken as real strong 
points. If we take advantage of local strong points but disregard their influence on 
the overall situation, there will inevitably be harmful results. The incident of 
Hainan's automobile sales is a lesson for us. We must proceed from the province's and 
the state's overall situation and, at the same time, be sensitive to the changing world 
and understand the international market. Only thus can we clearly understand our real 


strong points. 


Judging from the practical experience of the province, we must do well in the following 
issues in order to correctly take advantage of our strong points: 


FIRST, WE MUST INTEGRATE USE WITH RESTRICTIONS AND MAKE RESTRICTIONS SERVE BETTER. 


What are the grounds for such a statement? 


First, to open up to the outside world, to actively use foreign investment, and to 
import technology are important and necessary complementary aspects of our four 
modernizations. History has proved that the closed-door national policy is wrong. It is 
also wrong for us not to pay attention to self-reliance, take everything foreign to 
satisfy all our needs, and tend to "buy" our modernizations by relying on foreign 
exchange. The experience of some developing countries has shown that this does not 
work. They relied on foreign investment so heavily that they eventually became 


debt-ridden. 


Second, we should repay the foreign investment and imported technology in different 
ways. Our present repayment capability is not strong enough. Our province's annual 
gross foreign exchange revenue is only about $2 billion. Our international trade 
balance will be affected if our total repayment exceeds 15 percent of gross foreign 
exchange revenue. Moreover, it is impossible that in investment, both the Chinese and 
foreign parties share the same goals and views on key points. Intrinsically, the goal 
of a foreign party is to export its surplus capital and technology and to make use of 
China's material conditions (such as resources, labor, the market, and so on) for 
expanding its production and sales, in order to occupy a larger share of the market and 
earn more profits. Some of them even take this opportunity to sell us their outdated 
equipment. Therefore, the struggle between our "use" and "nonuse" is a_ long-term 


objective. 


Third, we have a strong self-reliance capability which, in some areas is equal to or 
even surpasses the advanced world level in terms of production and technology. To 
neglect this point and satisfy all our needs by imports will, on the one hand, waste 
our hard-earned foreign exchange and, on the other, make inappropriate concessions to 
foreigners in one area or another (such as excessive preferential policies), which is 
the most important of the two points. This will also hinder and suppress. the 
development of our production, science and technology. 
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Fourth, to import foreign investment and technology will help us develop an open-style 
economy, improve our science and technology and management levels, improve the 
industrial and product structure, increase the foreign exchange income through export 
expansion, create more job opportunities, invigorate the market, and so on. At the 
same time, however, this will bring us new problems in the areas of resources 
utilization, the market, export quotas, and bilateral and multilateral relations. This 
will also bring about some maladies of the capitalist society, which are harmful to us 
and will develop some instability factors in our society and political and economic 


structures. 


Proceeding from this, to integrate the use of foreign investment with restrictions is a 
matter of principle which we must uphold in implementiis our work. We must first 
import foreign investment and technology in an active yet restricted way, and make it 
applicable to every aspect of foreign investment work. Only thus can we exploit our 
strong points. 


Second, we must integrate "opening up" with “supervison,” and “open up" only when we 


“supervise” well. 


In order to import foreign capital and technology in an active yet restricted way, we 
must first emancipate our minds, be determined in carrying out the opening up policy, 
streamline organization, decentralize decision-making power, implement guidance and 
planning, and fully mobilize initiative at ail levels. At the same time, we must also 
strengthen our macroeconomic control and supervision and really use foreign investment 
well to promote even development throughout the province. Over the years, the province 
has made remarkable achievements in extending the limits of authority, so that the 
province's work in using foreign investment and importing technology has been 
vigorously developed, but we have also learned the following three lessons: 


First, plans were made at will. Many units did not plan seriously or carry out plans 
or even if they did, the scale and area of foreign investment were out of control. 


Second, regions and departments were separated and plans were not made in a systematic 
way. Most plans were made according to local interests of various cities, districts, 
and departments. They did not integrate with plans of the whole industry. Therefore, 
investment projects could not support each other or from a series of development plans 
for a particular trade. 


Third, the decision of project examination was made one-sidedly. Facts have shown that 
to define the limits of authorities at various level based on investment amount is not 
scientific. This is because the amount only shows the scale of investment rather than 
the proportion of various types of investment. Therefore, it is more difficult to 
carry out those plans which are flexible in nature. This is one of the major reasons 
for excessively developing non-productive projects. 


Third, we must carry out work in varied ways and focus our work on importing direct 
investment from overseas. 


China uses foreign investment in three basic forms: The first is direct investment 
from overseas, including joint ventures, cooperative operations, joint development, 
sole proprietorship, compensation trade, processing and assembling, and so on. 
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The second is bank loans, including intermediate and long-term as well as medium and 
low interest loans granted by foreign governments and international financial 
institutions, free foreign exchange, various types of development funds, relief funds, 
and so on. The third is commercial loans. Over the years, the province has focused its 
work on importing direct investment from overseas, particularly in the forms of 
processing ans assembling, cooperative operations, and joint ventures. This is 
because, through the second and third methods, the foreign party can raise many 
restrictive terms which are unfavorable for us in using the investment or we have high 
costs, and because our province has many favorable conditions for absorbing direct 


investment. 


But we should carry out specific analyses, choose the good ones, and make measures suit 
local conditions. Processing and assembling is an example. Our party's strong points 
in this form of investment are that it requires a small investment sum from us, can 
bring quick results, provided many job opportunities, and suits the province's actual 
conditions. But our weak points in this form of investment are that we have imported a 
lot o equipment but little advanced technology, we have a lot of labor-intensive 
projects but few technology-intensive ones, our imports did not help our technological 
transformation of the whole trade, we were greatly affected by the supply of foreign 
businessmen's raw materials, our production became unstable, and so on. 


It is worth paying close attention to the fact that last year, our processing industry 
with imported materials dropped for the first time in recent years. Therefore, we 
should widen our field of vision, especially when we judge our future key development 
projects such as energy resources, transport, telecommunications, and the raw materials 
industry. Generally speaking, these projects are weak in earning foreign exchange and 
there are still problems in repayment of the direct investment in these areas. Thus, 
we should strive to get some intermediate and long-term, and medium and low interest 
loans from foreign countries, or lease the equipment. 


FOURTH, WE MUST INTEGRATE LINKING UP TO THE HINTERLAND, AND ALLOW SPREADING. 


The province integrates the use of foreign investment with the comprehensive 
development of linking up with the hinterland, thereby providing favorable conditions 
in the areas of capital, resources, technology, markets and so on. In particular, 
linking up imports with the hinterland is more brisk in the special economic zones and 
the economically open areas along the coast. This has helped promote the economic 
development of the hinterland. 


However, the economically open areas along the coast have just started to spread things 
to the interior and overseas. Not only do they have few products to export and a weak 
foreign exchange earning capability, but they have also “transferred” only a small 
amount of technology and products. One of the most important issues is that generally 
there is not enough importance attached to the assimilation, innovation, and transfer 
of the imported technology. For instance, Guangzhou since 1980 has imported equipment 
and technology worth over $300 million, 216 production lines, and more that 6,400 sets 
of major advanced equipment. But the city only assililated and made innovations on 1 
percent of them. Enevitably, this becomes a serious problem. 
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There are many reasons for the resulting situation of paying no attention to the work. 
First, we did not strictly distinguish technology imports of a technological trade 
nature from equipment imports of a commodity trade nature. In stead, generally we took 
equipment imports as technology imports. Second, we pursued short-term interests and 
did not consider the long-term ones. Third, we did not implement our management system 
well. Regions and departments were separated from each other and their rights, 
responsibilities, and interests were inconsistent. Fourth, science and research were 
irrational. These departments were separated from the production ones, so that the 
former cared little about the advance of production technology while the latter often 
found their ability falling shout of their ambitions. Fifth, we lacked policies and 
measures which encouraged and supported the work of assimilating, making innovations, 
and popularizing technology. In fact, provided we attach great importance to it, there 
is plenty of room for us to maneuver. In August last year, Foshan City invited bids on 
technology. Through the meeting they held, the city solved many technological problems 
by relying on China's technological forces, as well as assimilated many types of 
imported technology and equipment. This is a sucessful example. 


FIFTH, WE MUST INTEGRATE "IMPORTS" WITH "EXPORTS" AND MORE TOWARD THE WORLD. 


On the one hand, we actively import foreign investment and technology, develop the 
province's open-style economy which is marked by integration of the interior with 
overseas, produce more goods for the international market, and integrate our use of 
foreign investment with foreign’ trade. While developing the productive, 
technology-intensive, and foreign exchange-earning projects, we should = also 
appropriately develop projects which are for China's interior and are non-productive 
but are able to earn foreign exchange, can meet China's urgent needs, utilize 
particularly advanced technology, or can take the place of imported projects. There- 
fore, our province will gradually form an open-style economic structure which takes an 
open-style economy as its guide and core, integrates the interior with overseas, and 
will be marked by multilayers and diversification. 


On the other hand, we must be determined and systematically export overseas capital, 
technology, equipment, and labor. At present the province has established over 100 
enterprises overseas. We should also greatly develop various types of overseas joint 
ventures and solely owned enterprises and create a new situation in contracting out 
projects and exporting labor. We should also use foreign capital, technology, 
resources, and the market on a wider scope and in greater depth. We should manifest 
our strong points to the world, to earn more foreign exchange for the four 
modernizations. 
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HEILONGJIANG'S SUN WEIBEN ATTENDS OPENING OF MUSEUM 


SKO20344 Harbin Heilongjiang Provincial Service in Mandarin 0900 GMT 1 Jul 86 


{Execerpts] Today marks the 65th anniversary of the founding of the CPC. The 
Heilongjianh provincial revolutionary museum was officially established and opened to 
the public this morning. 


Sun Weiben, secretary of the provincial CPC Committee, cut the ribbon for the 
Heilongjaning provincial revolutionary museum amid the popping of firecrackers. After 
the ribbon-cutting ceremony, provincial leading comrades, including Sun Weiben, Chen 
Yunlin, Huang Feng, Wang Zhao, Zhang Xiangling, Zhang Lin, Zhao Zhenhua, Li Min, and Qi 
Guiyuan, provincial-level retired cadres, including Zhao Dezun and Wang Yilun, and 
veteran soldiers of the northeast anti-Japanese joint forces, including Wang Minggui, 
Zhang Fengqi, (Zhu Xinyang), (Gao Chengru), (Zhao Shangpu), (Li Guilin), (Gao Yulin), 
(Song Renxuan), (Xing Defan) and (Dong Changyi), toured the exhibition together with 
the masses. 


The Heilongjianh provincial revolutionary museum in Harbin covers a floor space of 
3,640 square meters, including 1,978 square meters of exhibition rooms. On display at 
the 3 exhibition rooms opened today were 2/71 historical photos, 412 revolutionary 
relics, 180 paintings and calligraphic works of veteran cadres, and 200 paintings on 
the anti-Japanese joint forces painted by artist (Zhao Huasheng). 


JINGJI RIBAO REPOR’s> SHENYANG ECONOMIC REFORMS 


OW230946 Beijing XINHUA in English 0806 GMT 23 Jun 86 


[Text] Beijing, June 23 (XINHUA) -- Three experiments carried out in Shenyang City, 
China's trial base for comprehensive reforms of the economic structure, have produced 
good results over the past two years, according to today's "ECONOMIC DAILY". 


The first experiment was to lease some state-owned and collectively-run enterprises to 
individuals and collectives for better management. The reform began in the commercial 
and service sectors and then spread to industrial enterprises. 


Some 110 such enterprises had been leased out by the end of last year, and all had 
achieved good results, the paper said. 


According to a survey of 32 enterprises which carried out the reform earlier, their 
total profits made in 1985 increased 3.3 times over the previous year. 


Another reform was to link an enterprise's economic results with the interests of the 
employees by letting workers buy shares in their own factories. 


The shares are divided into three types: state shares indicating state investment, 
collective shares and private shares. 


Under the scheme, if an enterprise achieves good economic results, workers enjoy share 
dividends from both collective and private shares, while state revenue is also 
boosted. If an enterprise incurs a loss, the workers earn no dividends, and the 
factory must make up the loss from future profits. 


The Shenyang small compressor p'.%t, which first tried out the shareholding scheme last 
June, enjoyed an increase of 26.6 percent in profits last year, compared with the 
previous year, the paper said. 
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The third experiment piloted in Shenyang involved the city's regulation of enterprise 
bankruptcies, which was worked out last year. Enterprises which had suffered losses 
for several years running would be given a worning of bankruptcy. Three enterprises 
were given such warnings last August. As a result, most of the city's 500 enterprises 
that had losses in 1985 showed good prospects of earning profits this year, the paper 
said. 


ARTICLES VIEW PROBLEMS IN IMPLEMENTING 5-YEAR PLAN 


Rises in Quotas Viewed 
SK280426 Shenyang DONGBEI JINGJI BAO In Chinese No 46, 13 May 86 p 1 


{[Commentator's article: "Not To Raise the Quotas at Each Level"' -- the first problem 
which we must pay attention to in the implementation of theSeventh 5-Year Plan] 


[Excerpts] At present, the leading organs at all levels and the economic departmenst 
and enterprises of the three provinces and one region in the northeast economic zone 
are implementing the Seventh 5-Year Plan of the state and formulating or revising their 
own 5-Year plans. The guidelines, principles, plicies, targets, and measures of the 
CPC Central Committee and State Council on the Seventh 5-Year Plan have won greater 
support among the people and played a tremendous role in encouraging and guiding the 
people. However, judging from the current specific situations, there are some problems 
worthy of our attention. One of the prominent problems is that some localities, 
departments and enterprises, while determining their fighting objectives, have a 
tendency to neglect overall efficiency and coordinated development, simply pursing the 
rate of economic development and raising the quotas of output value at each level. 


It has been learned that under the plan, the total industrial and agricultural output 
of the three provinces of Liaoning, Jilin, Heilongjiang will be balued at 230 billion 
yuan by 1990, showing an average annual increase of 8 percent; and the national income 
of the three will total 121.5 billion yuan, an average annual increase of 8.4 percent. 
Analyzing the situation of the economic foundation of the northeast region, we can see 
that the above targets are slightly higher than the state planned targets, but it is 
absolutely possible for us to realize these targets through our efforts. One of the 
problems we are worrying about is that some cities, prefectures (leagues), counties, 
banners (districts), and some trades and professions have raised the quotas of output 
value of their enterprises. Their quotas have even greatly exceeded the planneed 
quotas of the state and their own provinces and regions. The northeast economic zone 
planning office of the State Council has directly investigated seven cities, one 
county, and three large enterprises' intgrated companies and some enterprises and has 
found that their output value quotas were increased at each level. The quotas for tne 
growth of annual output value of units at the city and prefectural level were generally 
higher than 10 percent and that of county-level units ranged from 12 to 13 percent. 
The quotas werw as high as 15 percent in some trades and enterprises. Of course, it is 
impossible to even up the output value quotas and the growth rate of defferent 
localities, departments and enterprises. Their quotas and growth rates may be high or 
low, rapid or slow. However, raising the quotas of output value at each level is 


abnormal. 


We are not neglecting output value. However, one-sided stress on output value cannot 
reflect economic results. We are not neglecting the growth rate, but we must not 
subjectively pursue growth rates regardless of objective possibilities. 
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The grand objective of the CPC Central Committee and the State Council on quadrupling 
the total industrial and agricultural output value by the year 2000 is a strategic 
policy decision for China's whole national economy. The imbalanced development of 
various localities, departments, and enterprises objectively exist in various parts of 
the country, including the northeast region. According to the state unified plan, some 
localities and fields should make breakthroughs while o*hers should have control over 
their quotas. The Seventh 5-Year Plan of the state has set forth major and general 
demands as well as priorities on the mandatory and guidance plans of the various 
provinces, regions, departments and _ trades. The assessment of the development 
achievements of localities, departments, and enterprises should be conducted in line 
with reality and specific conditions. All enterprises, departments, and localities 
should conscientiously analyze and study according to subjective conditions the 
problems they should solve in particular. They sould pay special attention to grasping 
one or two key problems related to technological progress and the structure of 
readjustment, which can help solve many other problems, and should concentrate their 
efforts on making breakthroughs. By no means should they rush headlong into mass 
action. What we seek is comprehensive benefits in the economic, social, and ecological 
sectors and realistic development, not only the growth rate of output value of 
quadrupling ahead of schedule. To persist in carrying out reform, we must have a 
comparatively better-off economy and a good social environment. Therefore, we should 
seek great benefits through developing the entire economy in a sustained, steady, 
coordinated and sound manner. The tense situation resulting from the dislocations in 
the economic sphere may obstruct the smooth progress of reform. 


The implementation of the Seventh 5-Year Plan is being specifically arranged. Although 
planning and economic work conferences of all levels have been held, there is still 
much work to do in order to make concrete arrangements. All localities, departments, 
and enterprises should deeply analyze and expound on their conditions and environment 
for development, andoul make their plans and quotas dovetail with the plans of the 
state as well as their own provinces and regions. We should rapidly readjust the 
quotas of output value which have been raised improperly, the earlier the better. It 
is better to make the readjustment before incurring losses and getting into a difficult 
position. This is the demand of the overall situations of reform and the four 


modernizations. 


Investment Structure Changes 
$K272210 Shenyang DONGBEI JINGJI BAO in Chinese No 47, 1/7 May 86 p 1 


{Commentator's article: "Make Up Our Minds To Achieve a Readjustment in the Investment 
Structure" -- the second problem which we must pay attention to in the implementation 
of the Seventh 5-Year Plan] 


[Excerpts] In order to ensure a sustained, steady, and coordinated development of the 
national economy and an economic situation characterized by vitality, efficiency, and 
benefits, we should pay attention to not only properly defining the scale of investment 
in fixed assets but also rationalizing the investment structure, and make the most of 
limited funds to score the best economic results. Investment in northeast China 
accounts for 10 percent of the total investment defined in the state Seventh 5-Year 
Plar.. How to use such a large sum of money and when to spend it are questions of 
extremely great importance. 
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Problems in which the structure of investment in fixed assets is irrational have 
cropped up among various localities and departments in arranging and carrying out their 
plans for investment. so, we must make up our minds to do a good job in readjusting the 
investment structure at the outset of the Seventh 5-Year Plan period in order to avoid 
detours in the future. Investgations show that the main problems concerning the 
irrational investment structure are as follows: 


First, investments in infrastructural facilities and basic industries such as energy 
resources, transport, and raw materials are lower than the increases in investments in 
other trades. From the standpoint of the investment structure arranged by the 
state-owned economic departments in northeast China in their Seventh 5-Year Plans, we 
realize that investment in energy resources, transport, and raw materials amounts to 33 
percent of the total investment, an incrase of about 6 percent over the figure of the 
Sixth 5-Year Plan period. From the standpoint of the investment structure of the whole 
society, we know that investment in energy resources, transport, and raw materials only 
accounts for 24 percent, and the remaining 76 percent is invested in other fields, most 
of which is invested in processing industries that have a high consumption of energy 
resources and raw materials. . 


Second, investment in nonproductive construction projects is rising. However, 
investment in urban infrastructural facilities in service of production and the 
people's livelihood does not show big increases; on the contrary, investment in the 
construction of office buildings, auditoriums, and hotels increases by a wide margin. 
The vigorous upsurge in the construction of office buildings, auditoriums, and hotels 
on a large scale which started in the Sixth 5-Year Plan period still prevails at 
present. Investigations made by the Liaoning provincial departments concerned 
indicated that more than 80 first- and second-class hotels occupying an area of 120,000 
square memters of floor space are planned to be built during the Seventh 5-Year Plan 
period, some of which are ongoing projects not completed during the Sixth 5-Year Plan 
period. The total investment in these projects is 1.5 nillion yuan. We not only need 
a great deal of building materials to construct these projects but also must use 
foreign exchange to buy some high quality materials for them. Many hotels have been 
built or rebuilt over the past few years. Most of them are suffering losses due to the 
fact that consumption is high and utilization rate is low. Therefore, it is impossible 
for us to score good results if we continue to increase such projects. 


Third, investment in processing industries focusing on producing primary products is on 
the high side. For instance, the flax, chemical fiber, and petroleum industries have 
made a few investments in developing precision and intensive processing. In 
particular, meighborhood industrial enterprises and town and township’ industrial 
enterprises have established many extra-budgetary processing industries. So far, these 
enterprises continue to blindly make investments and development due to their failure 
to improve macroeconomic management. 


Fourth, enterprises that have a high consumption of energy resources are under 
contruction in areas where energy resources are insufficient. 
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Fifth, major projects between different trades and between different regions are not 
coordinated and the distribution of productive forces is not reasonable. For instance, 
Hulun Buir League's raw coal production capacity will be able to reach 16 million tons 
by 1990. The league fails to find outlets for its 6 million tons of raw coal on the 
premise that it can only assimilate 10 million tons. 


An important principle set forth in the state Seventh 5-Year Plan is to appropriately 
fix the scale of investment in fixed assets, to rationally readjust the investment 
structure, and to strive to increase the return on investments. At present, when we 
are formulating specific plans, leading organs and departments in charge of economic 
work should firmly grasp the work of readjusting the investment structure in accordance 
with the demands of the overall situation in order to ensure that neither the opportune 
time is bungled nor phenomena are created again in which the investment structure is 
out of control. 


LIAONING SIGNS FOREIGN INVESTMENT CONTRACTS 


OWO42224 Beijing XINHUA in English 1531-GMT 4 Jul 86 


[Text] Shenyang, July 4 (XINHUA) -- Northeast China's Liaoning Province signed 120 
contracts to use foreign investment and technology during the first five months this 
year, according to the provincial foreign relations and trade committee. 


The contracts totalled 292.92 million U.S. dollars. 


An official from the committee said the province has always given priority to the 
transformation of its existing enterprises while using foreign investment and 


technology. 


Among the contracts, 80 percent are production projects, and 70 percent of them can 
provide products for export. 
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DEMONSTRATORS PROTEST U.S. ‘INTERFERENCE’ 


HKO70808 Hong Kong AFP in English 0738 GMT 7 Jul 86 


[Text] Taipei, July 7 (AFP) -- Some 150 people demonstrated here on Monday against 
what they called interference in Taiwan's internal affairs by four U.S. senators, 
witnesses said. 


Some 150 members of the Patriotic Association of the Republic of China demonstrated in 
front of the American Institute in Taiwan and delivered a letter addressed to Senators 
Edward Kennedy, Claiborne Pell, Steven Solarz and Jim Leach, offering them an 
all-expense-paid trip "to see the real Taiwan."" Legisiators, city councilmen, 
businessmen, retired servicemen, professors, and students were among the protestors, 
who waved the flags of Taiwan and the United States and placards bearing slogans 
protesting against foreign interference in Taiwan's internal affairs. 


The four senators, noted supporters of opposition groups in Taiwan, together with 
Senator Robert Torricelli, organised in Washington on May 19 a committee for the 
promotion of democracy. They have also on various occasions asked Taipei to lift 
martial law, allow the opposition to form political parties, and uphold human rights. 


An official of the political section of the institute, a quasi-official agency handing 
relations between Taiwan and the United States, which do not have diplomatic relations, 
accepted the letter from five representatives of the protesters. "We protest your 
interfering with our internal affairs and we invite you here to sve the real Taiwan," 
said the letter, copies of which were made available to the press. The senators "would 
hurt the hearts of the Chinese from Taiwan and damage the traditional friendship 
between our two countries if you should be deceived and manipulated by a bunch of 
ambitious politicians and criminals who found no way to survive in the free and 
democratic society here," the letter said. 


EXECUTIVE YUAN FORBIDS CITIZENS TO VISIT PRC 


0W030301 Taipei CNA in English 0240 GMT 3 Jul 5» 


[Text] Taipei, July 2 (CNA) -- The Executive Yuan has reiterated its stand that no 
citizens of the Republic of China are allowed to visited the China mainland. It is 
inappropriate for the people here to visit the China mainland because the nation is 
still in an extraordinary situation and the Peiping regime is still very anxious to 
drive wedges amaong the people here, the Yuan said in a written response to an 
interpellation by legislator Chiang Peng-chen. 


In recent years, the Peiping regime has stepped up its efforts to lure people who have 
relatives under its control to visit the China mainland. To prevent the people here 
from falling into its trap, the government prohibits citizens of this nation to visit 
the China mainland, the Yuan said. 


Meanwhile, according to informed sources from the China mainland, Peiping has tightened 
its security measures to prevent more of its pilots from seeking freedom in free China, 
and these measures have seriously affected the morale of its Air Force, the Yuan said. 


The Yuan also said that in order to encourage more Red Chinese pilots to seek freedom 
in this nation, the ROC Government will not change its current practice of giving cash 
awards to those Red Chinese pilots who fly their aircraft here. 
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CHEN MUHUA EXPLAINS RENMINBI DEVALUATION 


HKO60101 Hong Kong WEN WEI PO in Chinese 6 Jul 86 p 1 
[Dispatch from correspondent Juan Chi-hung: "Chen Muhua Explains Renminbi Readjustment" 


[Text] Beijing, 5 Jul -- The Bank of China announced today that the exchange rate of 
the renminbi [RMB] against other currencies has been readjusted downward by 15.8 
percent. This is the biggest recent readjustment of the currency. 


According to our information, the newly readjusted exchange rates are now as follows: 
$100 to RMB371.29; 100 pounds sterling to RMB574.03; and HK$100 to RMB47.54. 


Chen Muhua, state couneillor and director of the People's Bank of China, gave the 
following explanation of this today when receiving delegations to the annual IMF 
consultative meeting in the Zigyang room at Zhongnanhai: We have carried out domestic 
price readjustments in the wake of the reform of China's economic structure and the 
development of commodity economy. -In view of the price changes in the domestic and 
international markets, it is quite normal to make a corresponding readjustment of the 
exchange rates. Apart from that, it is also essential to make an appropriate 
readjutment of the exchange rates in order to encourage exports and achieve a balance 
in international income and expenditures. 


Chen Muhua said that following this readjustment, the exchange rate of the RBM will be 
kept correspondingly stable. 


Apart from encouraging exports, this devaluation of the RMB has also had another 
effect. An analyst at an international finance research center told our reporter that 
the decision to devalue the RMB was taken in order to control imports, because China's 
foreign exchange reserves have fallen in the past two quarters. The devaluation will 
cause a certain degree of inflation, while production costs of foreign businessmen 
investing in China will rise. 


However, another official explained that China made the decision and estimated the 
impact when it held a conference of senior cadres in April. He said that China can 
bear the inflationary effects of the devaluation. 


HSIN WAN PAO Views Decision 


HK060931 Hong Kong HSIN WAN PAO in Chinese 6 Jul 86 p 1 
[New Talk" columa: "Renminbi, Exports, International Income and Expenditures"| 


[Text] Commencing yesterday, the exchange rate of the renminbi [RMB] against other 
currencies has been readjusted downward by 15.8 percent. This is the biggest recent 
readjustment of currency. 


Over the past 2 years or so, the exchange rate of the RMB has been continuously 
readjusted downward. Take the exchange rate against the U.S. dollar for example. It 
was readjusted downward from RMB2.6 to $1 some time ago to RMB3.083 to $1 in October 
1985. The current readjustment has gone downward further to RMB3.796 to $1, the 
biggest one over the past 2 years. 


ho 


CHINA 
HONG KONG MEDIA ON CHINA 


I. 7 Jul 86 W 


- 


Chen Muhua, state counsillor and director of the People's Bank of China, explained that 
it is quite normal to make a readjustment of the exchange rates and that the exchange 
rate of the RMB will be kept correspondingly stable. 


The devaluation of the RMB was expected. Although the devaluation of over 10 percent 
was unexpected, it is comprehensible. It is generally acknowledged that’ the 
devaluation of the RMB was done to stimulate exports, maintain a balance of 
international income and expenditures, develop tourism and check the reselling of 
foreign exchange in the black market. 


The development of the four modernizations has been accompanied with the further 
Opening to the outside world. The volume of China's imports and exports has increased 
remarkably. Imports and exports in 1985 totaled over $69.6 billion, a 30 pecent 
increase over 1984. However, the volume of exports was lower than that of imports. 
Last year there was a trade deficit of $14.9 billion. Imports and exports in the first 
quarter of this year totaled over $14.6 billion, an increase of 3.9 percent over 1985. 
Nevertheless, we failed to maintain a balance of trade because there was still a trade 
deficit of $2.9 billion. 


The phenomenon is due to excessive imports, particularly the import of consumer goods, 
and also to the low competitiveness of the export goods. In order to maintain a 
balance of international income and expenditures, it is necessary to readjust the 
exchange rates and encourage exports. Actually, China has always maintained a 
favorable balance of its non-trade foreign exchange income and expenditures. Last 
year, foreign exchange income from non-trade items exceeded expenditures by $3.4 
billion, which included income from tourism. The issue is that the surplus in this 
field cannot offset the deficits in imports and exports. Moreover, the rampant 
reselling of foreign exchange in the black market of a number of open cities is also 
the reason for reduction of China's foreign exchange. Although there is still a 
difference between the newly readjusted rate and the black market rate, we believe that 
the measure taken will help check the black market activities to a certain extent. 


China's foreign exchange reserve now totals around $10 billion, which is an optimum 
amount. A balance of revenue and expenditure is expected this year and the development 
of China's economy is steady and normal. Under such circumstances, the huge deficits 
in imports and exports have become the major problems in the national economy as a 
whole. A period of time is required to enhance the competitiveness of the export 
commodities and to establish a set of export production systems. Under the condition 
that we cannot reduce the import of certain goods such as machinery equipment during 
the Seventh 5-Year Plan period, besides exercising control over the import of some 
commodities, we cannot but cut down the import of other necessary goods to make up the 
deficits. For this reason, it is necessary to reasonably readjust the value of the RMB. 
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HONG KONG BOWS TO U.S. ‘PROTECTIONIST SENTIMENT’ 


HKO10355 Hong Kong SOUTH CHINA MORNING POST in English 2 Jul 86 pp l, 2 
[By Paul Baran] 


[Text] Bowing to protectionist pressure, Hong Kong has agreed to a new fiwe-year 
textile agreement with the U.S. that cuts back overall exports to last year's levels 
and extends coverage to include silk and ramie. 


But the new agreement, prepared early yesterday in Washington does not contain the 
harshest of the U.S. proposals -- a three-year freeze on export levels of Multi-Fibre 
Arrangement [MFA] -covered cotton, wool and man-made fibre garments. 


As expected, the previously quota-free fabrics of silk, ramie,linen and jute will come 
under restraint, effective August 1, at last year's levels, a clear indication the U.S. 
will push for their inclusion in the on-going MFA talks in Seneva. The MFA expires at 
the end of this month. 


Under the accord, which takes effect retroactively from January 1 and runs to December 
31, 991, across-the-board growth rates range from 0.75 percent this year to 2.5 percent 
in 1991. The MFA allows annual growth of six per cent. 


"Any growth rate is better than none," said the director general of the Federation of 
Hong Kong industries, Mr Lawrence Mills. 


He said that since growth levels are already low, industry has been "psychologically 
prepared" for the new terms for some time. 


"We will find it difficult, but not intolerable," he said, generally echoing the 
Industry-wide reaction. 


As an executive of a major U.S. buying office said: "Nobody likes it but it won't kill 
us.” 


U.S. buying offices for American labels sourcing locally have been sending huge amounts 
of non-MFA items to the U.S. in expectation of the new quotas, which will be allocated 
locally on a past performance basis. 


Secretary for Trade and Industry Eric Ho, who attended the four-day talks in Washington 
along with the entire Textile Advisory Board (Textab), said on his return last night 
the Hong Kong team fought hard and won some gains over earlier U.S. proposals. 

But in the end, he said, the political realities had to be faced. 


"We felt we were in the firing line and we couldn't duck it." 


However, he said, the agreement will provide at least five years of stability to Hong 
Kong's jittery garment and textile sector. 
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Textab member and Legislative Councillor Mr Stephen Cheong, who arrived with Mr Ho, 
agreed, and noted that the new growth levels are low but that growth under the old 
agreement was also restricted. 


Mr Ho and Textab will meet tomorrow to further discuss the implications of the 
agreement. 


Hong Kong's Director of Trade and chief textile negotiator, Mr Hamish MacLeod, who led 
the talks, is now in Geneva for tii latest round of MFA discussions. 


In a statement released by the department yesterday, Mr MacLeod said the concessions of 
flexibility and growth provisions "certainly do not compensate for the new restrictive 
elements in the agreement." 


He said the U.S. stand reflected strong protectionist sentiment in the country and the 
congressional threat of new textile legislation. 


Backers of the restrictive Jenkins-Thurmond Bill have scheduled for August 6 a vote on 
overriding President Ronald Reagan's earlier veto of the bill. 


The meeting in Washington was the third between the two countries; textile negotiators, 
following a session last month in Hawaii and an earlier round in Hong Kong which ended 
abruptly when the territory sharply disagreed with the U.S. proposals. 


The U.S. is holding similar talks with Taiwan and South Korea, which are widely 
expected to agree to the proposals now Hong Kong has knuckled under. 


Three days of talks on the territory's garment exports to the European economic 
community begin in Brussels on July 7. 


At a press briefing yesterday, acting Director of Trade Michael Sze said _ the 
departments still analysing the U.S.-Hong Kong Agreement. However, he said, the 
"modified and extended" agreement has two main features: 


-- Extensions of coverage to silk and ramie from August 1, although blends with a high 
silk or ramie content are exempt. 


-~- Introduction of group limits for the three main groups of categories -~- cotton, wool: 
and man-made fibre garments, which will be split into garment and non-garment (yard, 
threat and made-ups) -- and the creation of a new garment group for the previously 
quota-free ramie. 


-- Two sub-groups have also been created -- non-MFA sweaters of silk or ramie blends 
under categories 845 and 846 and other products, such as yarn, thread or made-ups not 
covered by the three groups or the sweaters sub-group. 


The three main groups and the sweaters are under quota, but the last sub-group comes 
under the export authorisation system, under which the U.S. can make a "call" on the 
items if it feels import levels threaten the domestic market, he said. 
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A yardage limit has also been set on each of the three main groups. 


One apparent concession won by Hong Kong affects the non-MFA sweater sub-group. Mr Sze 
said the U.S. has agreed that 70 per cent of the sub-group's quota can be made in Hong 
Kong from panels knitted in China, a move that differs from the United States, 
country-of-origin rules, which affect MFA sweaters. 


Under these rules, sweaters made locally from panels knitted in China cannot be 
imported to the U.S. with a made-in-Hong Kong label. 


Mr Sze said although the agreement includes a modification to the current terms on 
cotton, wool and man-made fibre, it provides no reduction in quotas issued for existing 
restrained categories. 


"On MFA items, there is no reduction in quotas already issued for 1986," he said. 

Silk exporters will get some solace from the provision that garments contaning more 
than 70 percent of silk, by weight, and non-garment items containing more than 85 per 
cent of silk remain outside the agreement. 

Synthetic fabric luggage exporters, however, now fall under the agrement. 

Assistant Director of Trade Paul Wong said the department has stopped issuing export 
authorisations or applications on MFA fabrics, suspended all swing provisions and the 


free quota scheme. 


All export licences and "white licence" applications for non-MFA items have also been 
suspended, he said. 


Licencing will resume once the calculation of quotas has been completed. 

Last year, Hong Kong's exports of garment, textiles and accessories to the U.S. 
totalled $25.5 billion, down four per cent on 1984, Census and Statistics Department 
figures show. The 1984 level, however, soared 45 per cent over 1983. 


Non-MFA exports totalled about $6 billion last year. 


In the first four months of this year, Hong Kong's exports of clothing and textiles 
totalled $7.6 billion, up seven per cent on the same period of last year. 


Exports of silk garments last year totalled $2.3 billion, a 21 per cent drop on 1984's 
figure, which had risen 52 per cent drop cover last 1983. 


U.S. figures measured in equivalent square yards (ESYS) show that Hong Kong exports of 
all garments and fabrics grew 1l per cent last year, giving the territory the largest 
percentage rise among regional suppliers. 
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